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A completely new idea for COOLING from 





Yes, a new cooling unit for 
even lowest cost homes 


You'll want to consider this completely new idea for 
home cooling — to be introduced for the first time 
at the N.A.H.B. Show. It’s especially designed for 
cooling low cost homes and homes with radiator 
beat. It adds value to any home that has it — an 


important factor for your consideration. 


L. J. MUELLER FURNACE CO. 
2054-A W. Oklahoma Ave., Milwaukee 15, Wis. 


Please send me free descriptive bulletin on Mueller's 


new cooling unit. 
Name 


Company Name 


Company Address 


City obénse ( 


Mueller Climatrol 


If you happen to be in Chicago during the N.A.H.B. 


Show, the makers of Mueller Climatrol cordially in- 
vite you to take a first look at their new cooling unit. 
It’s an innovation you can approve with enthusiasm 
— from a standpoint of business or ownership. Or, 
if your plans aren't taking you to Chicago, do the 
next best thing. Write us — and we'll send you des- 


criptive literature just as soon as it’s off the press. 


ALSO OW EXHIBIT! 


e Type 116-216 Winter Air Conditioner 
Brand new, compact—only 45” high, 
244," 61y%"” Easy to 
install. Controls fully enclosed. Unit is 


wide, long. 
shipped assembled in two pieces for 
easy handling. Will go through any 
Wt is 
pre-wired and has Mueller Climatrol 


ordinary door, down any stair. 
designed convertibility—it can be con- 
verted from oil to gas at little cost. 
Sizes up to 150,000 Btu input. 


* Type 903 Air Conditioner 
Self-contained. Available 
in four sizes—2, 3, 5, and 
7% tons. This unit is de- 
signed to provide effi- 
cient, dependable cooling 
and can be installed with 
any forced air furnace. 
Since the type 903 is a 
completely self-contained 
unit, it can be installed 
with a minimum of time 
and trouble. 





PRESIDENT’S 
Column * 


OUR RESPONSIBILITY 


There has been much speculation 
and perhaps even a considerable 
amount of wishful thinking with re- 
spect to the effects of the recent elec- 
tion on Federal policy relating to 
housing and housing finance, although 
these matters were not at issue during 
the campaign. The notion that busi- 
ness interests may lay claim to a vic- 
tory peculiar to themselves could lead 
to unsound conclusions. 

The most wholesome, refreshing and 
important fact for all of us, Democrats 
and Republicans alike, management, 
labor, business and capital, is that we 
have elected a President of the United 
States who is beholden to no single 
group or interest more than any other. 

Business may well have an oppor- 
tunity now which it has not enjoyed 
for a long time. It seems reasonable 
to anticipate that in the new order 
of things in Washington, business may 
be relieved of undue government in- 
terference and many burdensome con- 
trols. If so, there will be a better 
opportunity to demonstrate the effec- 
tiveness of our free enterprise system. 
We are faced with a real challenge 
and, at the same time, a heavy re- 
sponsibility. 

There is a growing recognition on 
the part of business today that if it 
is to justify in the minds of the Amer- 
ican people, the confidence which it 
believes it is entitled to receive from 
them, it must seek to serve the nation 
effectively with as little dependence 
on government as possible. 

We raise a question of integrity no 
less when, as advocates of the free 
enterprise system, we turn to govern- 
ment for subsidy and then complain 
about controls. It is too often the 
abuse of freedom which generates the 
need for interference by government. 
In matters of legislation it should be 
a question of what we can do con- 
structively to help to provide good 
government and not what will most 
benefit any single industry or particu- 
lar group. The system in which we 
believe and the virtues of which we 
preach must be re-sold to the people 
of America and the free nations of 
the world. 

Business must again assume its role 
of leadership in the affairs of govern- 
ment and in safeguarding the nation’s 
welfare and destiny. In the coming 
year we might well say to ourselves as 
a trade organization, as representa- 
tives of our businesses and as individ- 
ual citizens, that in this day of deci- 
sion, we will do and seek those things 
and only those things which we can 
do and seek and find with the dignity 
which is the right of responsible, free- 
born American citizens and which may 
be expected to preserve our freedoms 
and to guarantee for our children the 
things which our forefathers made 
possible for us. 
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Faster 
Title Guarantee Service 
for your mortgages in 





LLI 


Chicago Title and Trust Company, 








through conveniently located regional offices, 
agents and representatives throughout the state, 
issues Title Guarantee Policies promptly, 


right where the property is located. 








You can protect your Illinois mortgages against title defects 
quickly and easily and confidently . . . with A Title Guarantee 
Policy by Chicago Title and Trust Company. Each policy issued, 
anywhere in Illinois, is backed by 105 years of business experience, 
and an exceptionally strong financial position. 


Our own officers staff the five regional offices listed below. 
These men have the experience and authority to make decisions 
on all matters which come up in their districts. Their sound judg- 
ment and prompt action can often save real estate deals which 
otherwise might fail. 


Reinsurance is also available through local companies in other states 


CHICAGO TITLE ann TRUST COMPANY 


111 W. Washington Street © Chicago 2, Illinois 


111 N. Court Street 409 E. Adams Street 23 W. Main Street 112 Hillsboro Avenue 217 S. Park Street 
Rockford Springfield Danville Edwardsville Decatur 
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A great opportunity for 


Mortgage Investors... 


Gunnison’s new aAhamoa 
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9x12 
_—— HALL . ‘ J 
caret — al Living , I ‘u1s new Gunnison Home represents a great FIRST! It’s the 
cLo cLo " a ‘ i. - i ‘ 
—— Je LY first home in its price range to offer summer air-condi- 
BED RM BATH IO a ° °49 
a “16x12 sxio| [Oy (S C) tioning—a complete cooling system. And it’s the first to offer an 
| a OD all-electric kitchen and laundry. 
‘ Levey Designed by architect Henry Hill in the popular ranch style, 
> | — this handsome work-saving home employs the finest materials and 








workmanship. It’s pre-engineered by modern factory methods— 





Only the Talisman the way that eliminates guesswork and on-the-job errors and 
offers all these features ' 
patchwork. 
¢ Hotpoint all-electric e Three large bedrooms i . . : 
Siete and laundry* _—« Functionally-divided Here’s a highly-salable new home—a home that’s been tailor- 
° Perimeter heating with utility areas made to the desires of the greatest majority of home buyers. 
gas or oil-fired furnace —¢ Washable interior walls The Gunnison Homes Dealer in your area can provide many 
.. . ° ene . * "Be Be — o— . 
oCaeatne afpcomtitaning © Sliding closet deers mortgage opportunities that you'll want to take advantage of. 
e Convenient traffic e Permaglas water heater : 
arrangement e American kitchens 
“Cecnid caslenens GUNNISON HOMES, INC., NEW ALBANY, INDIANA 
 entatscan eS 1 
| Gunnison Homes, Inc. | 
Dept. MB-13 
| New Albany, Indiana | 
| Please send me a free copy of your new book- | 
| .} | let, “Community Development.” | 
| I, atresia hintaan anksiiacsiehn dha inpiodiahanaie l 
nil Nn OMe ; Gio. 0. 00.00 26800600000000000800806008 ; 
| MMMIOE. 000 ccccccccsccccccceccecesceseoes | 
“Gunnison” and “Talisman” —trade-marks of Gunnison Homes, Inc. 4 GR 00 0ccercdecasecensdes Beae. oc cccccece : 
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Don’t overlook substantial savings 


available through the 


Mortgage Bankers 
Blanket Bond 


Many members of the Mortgage Bankers 
Association of America are directly 
benefiting from their own good experience 


under this master policy-certificate plan. 
x *«§ * 


Designed specifically for mortgage bankers, this bond 
provides comprehensive Crime Insurance coverage plus an 
unusually broad form of Errors and Omissions Insurance 
for failure to provide Fire and Extended Coverage. 


Write fer complete info emation to 


LESLIE H. COOK, INC. 


MORTGAGE BANKERS DIVISION 


166 West Van Buren Street, Chicago, Lllinois 
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MINNESOTA 
UTAH 

OHIO 

FLORIDA 
GEORGIA 
MISSOURI 
TENNESSEE 
KENTUCKY 
MONTANA 
WYOMING 
NEBRASKA 
MISSISSIPPI 
WEST VIRGINIA 
SOUTH CAROLINA 
KANSAS 

SOUTH DAKOTA 
LOUISIANA 
NORTH DAKOTA 








1953 


. a year of considerable construction, and mortgage financing, at 
least comparable to 1952. The tight money market may or may not 
loosen. If the new administration permits the interest rates on FHA 
and Gli loans to follow the money market it will of course step up 
the government guaranteed loan activity considerably. 


In other words, things look pretty good so far as the demand 
for mortgage money is concerned. With the supply about the same, 
principals may be expected to continue to be quite selective. 


In planning for 1953 it will be well to expect only the most 
attractive mortgages to successfully compete. In this connection 
it is well to observe that an insured title makes any mortgage more 


attractive. 


In today's market, if you ask your borrower to furnish title insur- 
ance, you will get it. It seems doubtful that it will ever be easier 


or more advantageous to require that all titles be insured. 


Title Insurance Company of Minnesota is prepared to take 
care of the title insurance needs of mortgage bankers gener- 
ally in the states listed. Policies are issued through branch 
offices, agents, or direct from the home office. The service 
is planned by mortgage bankers for mortgage bankers. 


Capital, Surplus and Reserves 


in excess of $2,500,000 


TITLE INSURANCE COMPANY OF MINNESOTA 


125 SOUTH FIFTH STREET Lincoln 8733 
MINNEAPOLIS 2, MINNESOTA 
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(ship 


Leadership is largely based on reputation for superiority. 


In national reputation, Lawyers Title has no equal in the title 


insurance field. In amount and character of assets for protection 


of policyholders, it is outstanding. 
Lawyers Title’ mortgagee policies are the best known and most 


accepted title insurance policies in the nation. 


request a financial statement will 


(Upon 
be eladly furnished.) 


( Virginia ) 


lawyers Title [nsurance (orporation 


Operating in New York Slale as (Virginia) Lawyers Tille Ina 


Home Office ~ Richmond Virginia 





THE DISTRICT OF COLUMBIA AND 


rITLES INSURED THROUGHOUT 33 STATES, 
* ATLANTA 


THE ISLAND OF PUERTO RICO. BRANCH OFFICES at AKRON 
AUGUSTA * BIRMINGHAM * CAMDEN * CINCINNATI * CLEVELAND 
COLUMBUS (GA.) * COLUMBUS (0O.) * DALLAS * DAYTON * DETROIT 
MIAMI * NEWARK * NEW ORLEANS * NEW YORK * ODESSA * PITTSBURGH 
RICHMOND ° SAVANNAH ” SPRINGFIELD (ILL. ) ie WASHINGTON 
WINSTON-SALEM AND WINTER HAVEN. REPRESENTED BY 


WILMINGTON * 
THAN 165 OTHER CITIES. 


LOCAL TITLE COMPANIES IN MORI 


LES) 
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WHAT THE ELECTION 
MEANS FOR BUSINESS 


By ELLIOTT V. BELL 


that there are 
economic 


HAVE concluded 
basic methods of 
forecasting: 

>> One is to gather carefully all the 
available statistical data on current 
business conditions and trends, analyze 
them and draw the indicated conclu- 
sions, if any. 
>> The other 
feeling in your bones that you are 
either bullish or bearish and then go 
out and get some 
statistical data to 
support your posi- 
tion. 


two 


method is to get a 


Here I am using 
both methods. 
Like a good many 
people, I have had 
a feeling in my 
for a long 
that this 
cannot go 


bones 





time 


Elliott V. Bell 


boom 
on this way. 

Therefore I am bearish. 

But when I look at the data I find 
that it is going on and gives every 
evidence of continuing to go on for 
quite a bit longer. 

Therefore, I am bullish. 

The fact is, there is still a tremen- 
dous head of steam in the economic 
boiler. Measured by all the ordinary 
indices, we are at, or close to, the 
highest peacetime levels we have ever 
attained, and the immediate trend is 
still up. 

Putting aside all political considera- 
tions, here is the picture: 
>> Industrial production is the high- 
est since the war and rising. 
>> Farm crops are large and farm in- 
come will be good. 
>> Employment is at a record high; 
unemployment lower than since the 
war days. 
>> Total personal income has just 
climbed to a new record above $267 
billion. 


Now that everyone has drawn his own conclu- 
sions about the meaning of the election and the 
new government is rapidly taking form, the 
impression sinks in that a really great change is 


about to take place in 
country. 


the national life of the 


Just what does the election mean in 


terms of continued prosperity, less reliance on 
Washington, fewer controls, and more freedom 


for private enterprise? 


Mr. Bell, who is editor 


and publisher of Business Week, looks at that 
proposition here and supplies some answers. 


>> Consumer spending is on the in- 
crease and retail sales are rising. 

>> Figures on construction work are 
about the largest on record. 

Government spending for defense, 
after a temporary dip, is slowly rising 
and scheduled to continue to increase 
for another six or eight months. 
>> Business outlays for new plants 
and equipment are also at record 
levels; and a preliminary survey indi- 
cates that present plans by American 
business call for capital investment in 
1953 almost as high as in the past few 
record-breaking years. This survey 
shows an 8 per cent drop in the capi- 
tal expansion plans of manufacturing 
industries which may be largely offset 
by increased spending planned by the 
utilities and other businesses. 

One could continue almost indefi- 
nitely calling the roll of business indi- 
cators. The overwhelming preponder- 
ance of them is high and pointing 
higher. 

Whatever may be our fears for the 
more distant future, there is nothing 
in the situation that indicates an im- 
mediate economic recession. On the 
contrary, there is much that suggests 
the current boom may be getting a 
new lease on life. 


We have become accustomed in re- 
cent years to discount the old-fash- 
ioned factor of business sentiment. 
Business sentiment has been cautious, 
even pessimistic, all through these 
boom years. It has been, on the whole, 
a very sober boom with singularly lit- 
tle speculation. But it may easily be 
time for a change here too. 

The up-surge in business sentiment 
inspired by General Eisenhower’s tre- 
mendous victory could give a specu- 
lative fillip to the boom that has 
hitherto been lacking. In that event 
we would have to be on our guard. 
A rip-roaring stock market might be 
the final sign that the boom is nearing 
its end. 

It is already the longest and biggest 
boom in history. There has been no 
important business recession since the 
1937-38 slump. In the intervening 14 
years the level of production has in- 
creased two and a half times. The 
gross national product measured in 
dollars has quadrupled. Total debt, 
public and private, has trebled. The 
money supply has also trebled and the 
general level of prices has more than 
doubled. 

In the past four years American in- 
dustry has invested $94 billion in new 
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Nearly half 


plants and equipment. 
f this 


the manufacturing facilities of 
country are less than six years old. 

In the past seven years, more than 
houses have been 


seven million new 


started and 30 million new cars have 
been built and sold. 
the dimensions 


Boom which 


These are some of 
of the Great 
began when we started to arm our- 
seives for World War II and has been 
kept going by Korea and the defense 


American 


program. 
The great question is how much 
This 


present 


longer can it go on? much is 
the 


months, a year, or 


certain: whether boom 


lasts another six 
two years more, the new Republican 
Administration will probably have to 
with a 


deal major business setback 


before its lease on the White House 
expires. 

For some time there have been in- 
signs that we have reached 
the 


Consider these signs and por- 


creasing 
an advanced stage in business 
cy¢ le 
tents 
>> Production, income and employ- 
ment are all at historic peaks after 
a prolonged spectacular rise. 

>> Money rates have been tightening 
for some time. 

>> Profit margins have been narrow- 
ing for over a year. 

>> Inventories are high and not likely 
to be increased. 

>> Houses are being built faster than 
young people are getting married. 
>> The peak of armament spending 
is probably not far ahead. 

>> The great capital expansion pro- 
gram of American business has reached 
the zenith. 

>> New like 


longer sell themselves. 


autos, new homes, no 
>> Increasing economic difficulties 
are showing up abroad and the de- 
mand for United States exports has 
dropped 

>> For the first time since 1929, we 
have a great boom in industry with 
world-wide weakness in commodity 
prices. 

What it boils down to is this: There 
is enough steam in the boiler to carry 
the current economic boom well into 
this year if not farther. The stimulus 
of a new Administration more friendly 
to business may easily carry us to new 
heights of business activity. 
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But the signs of an impending set- 
back are already visible. 

The new Administration will cer- 
tainly have to deal with the problems 
of business recession, and it may face 
those problems before the coming year 
is over. Much will depend, obviously, 
upon the kind of economic policies 
the new Administration pursues. Much 
will depend also upon the actions and 
policies of American business in the 
months ahead. 

Accordingly, it seems in order to 
examine know about the 
economic viewpoints of President-elect 
Eisenhower. I have no inside knowl- 
edge on this subject. I know only 
what can be obtained by a study of 
what the General has actually said 
and written, amplified here and there 
by the opinion of some of those who 


what we 


have been associated with him. 
——  _ 
"The business community looks 
for a change. It expects that 
after January 20 the federal gov- 
ernment is going to run more 
cheaply and more efficiently. It 
expects that government will be 
more friendly to business, or at 
least less inclined to side with 
labor. It looks for unnecessary 
and burdensome controls to be 
killed or allowed to expire. It 
hopes for early efforts to ease the 
weight of taxation.”—Bell 


ee 


In his speeches General Eisenhower 
denounced the current level of federal 
outlays as “crazy spending.” The idea 
of a deficit filled him with indignation 
and when he talked of inflation, it was 
and 
immoral that must be stamped out. 


as something dangerous even 

Time and again, he spoke of his 
determination to restore “frugality, 
thrift, and efficiency” to our national 
“Everybody in this cru- 
sade,” he said in Oklahoma City, “is 
committed to stabilize money. ‘ 


government. 


The Treasury and Federal Reserve, 
he said, should work together, and by 
inference, at least, he seemed to sup- 
port the Reserve System’s efforts to 
combat inflation by quantitative credit 
controls. Taxes, he said, have just 
about reached their limit. 

As for the budget, General Eisen- 
hower called for a $20 billion reduc- 
tion in the next two years. In his 
Peoria speech, General Eisenhower 


modified this position. “My goal,” he 
said, “assuming that the Cold War 
gets no worse, is to cut Federal spend- 
ing to something like $60 billion with- 
in four years.” This would be a re- 
duction of about 25 per cent from 
present levels. 

All through the scores of speeches, 
prepared and off-the-cuff, made by 
General Eisenhower in this campaign, 
runs a strong trend of conservatism 
in fiscal and monetary matters. By 
instinct and background he is a man 
who really believes the old copybook 
maxims: a penny saved is a penny 
earned; waste not want not; honesty 
is the best policy. The American people 
seem to have taken to these recently 
unfamiliar dogmas with enthusiasm. 

Among businessmen this emphasis 
on conservative fiscal and monetary 
policies has made a strong impression. 
But General Eisenhower has made it 
plain he has no intention of turning 
back the clock. 

Speaking to the farmers, General 
Eisenhower, in his own words, “Ex- 
panded upon the Republican plat- 
form.” He not only endorsed the ex- 
isting law calling for farm price sup- 
ports at 90 per cent of parity, but 
went further. On at least two occa- 
sions he pledged the farmer not 90 
per cent, but 100 per cent of parity. 

Speaking in Los Angeles, he pledged 
himself to “improve and extend” the 
Social Security Program. Millions not 
now covered, he said, will be covered. 
Not only security for old age, unem- 
ployment insurance, care for depend- 
ent children and widows, but also 
better housing, the General said, are 
“moral obligations.” He promised to 
“explore Federal loans or other aid to 
local health plans,” and called for a 
program of Federal aid to states in 
building schools. 

Out West and in Tennessee Gen- 
eral Eisenhower gave his support to 
multiple-purpose dams like TVA and 
Grand Coulee. He promised that 
reclamation work would go forward 
with the Federal Government playing 
its full part but not hogging the whole 
show. 

All through New England in the 
closing days of the campaign he 
pledged that the full resources of the 
Federal Government would be used to 
fight another depression and to main- 
tain high employment. He said this 
in Fall River, in Lawrence, and in 


Lowell—towns that still remember 
vividly the great depression of 20 
years ago. 

Speaking in Harlem during the last 
stages of the campaign, he said: 
“Never again shall we allow a depres- 
sion in the United States.” Then he 
went on to say: “So I pledge you this. 
If the finest brains, the finest hearts, 
that we can mobilize in Washington 
can foresee the signs of any recession 
and depression, that would put hon- 
est, hard-working men and women 
out of work, the full power of private 
industry, of State government, of the 
Federal Government will be mobilized 
to see that that does not happen. I 
cannot pledge you more than that.” 


In short, the new Administration is 
pledged to thrift, frugality, economy, 
efficiency. The “crazy spending of 
the National Government must be cut 
down,” “the deficits must be elim- 
inated,” inflation controlled and taxes 
reduced. At the same time the farm 
program is to be expanded, Social 
Security extended to millions not now 
covered, reclamation projects ad- 
vanced and high-level employment 
and prosperity maintained. 

What does all this mean for the fu- 
ture of our economy? 


It means, I think, that we 
come to a halting place in the Age 
of Inflation, but that does not mean 
the new Republican Administration 
has any intention of launching an era 
of deflation. 


have 


The people of this country expect 
the new Administration to put our 
financial house in order; to restore 
economy and efficiency in govern- 
ment; to reduce expenses and ulti- 
mately to reduce taxes. 

At the same time, it is perfectly 
clear that neither the incoming Ad- 
ministration nor the overwhelming 
majority of people of the country have 
any intention of carrying government 
economies to a point that would 
jeopardize the social advances of re- 
cent years or risk the danger of pre- 
cipitating a depression. 

Perhaps the key word should be 
stability. More than anything else 
businessmen would like to be able to 
count on some reasonable degree of 
stability in government policies that 
affect their businesses. 

For 20 years we have had a regime 
which has kept the economic life of 


the country in a state of turmoil. All 
through this period businessmen have 
felt that their government was un- 
sympathetic to them. They had to 
contend with a bewildering outpour- 
ing of government rules, regulations 
and regulators. Exasperating and often 
unworkable controls have been a con- 
stant hindrance. 

In the field of industrial relations 
the weight of government favoritism 
has been thrown on the side of labor, 
and for every economic problem of 
the period there has been one sov- 
ereign remedy—inflation. 

Now the business community looks 
for a change. It expects that after 
January 20 the federal government is 
going to be run more cheaply and 
more efficiently. It expects that gov- 
ernment will be more friendly to busi- 
ness, or at least less inclined to side 

ee ee ee 

“We have come to a halting 
place in the Age of Inflation, but 
that does not mean the new Re- 

blican Administration has any 
intention of launching an era of 
deflation. The people of this 
country expect the new Adminis- 
tration to put our financial house 
in order; to restore economy and 
efficiency in government; to re- 
duce expenses and ultimately to 
reduce taxes’—Bell 


Te 


with labor. It looks for unnecessary 
and burdensome controls to be killed 
or allowed to expire. It hopes for 
early efforts to ease the weight of 
taxation. 


In some cases, businessmen prob- 
ably have their hopes of tax relief too 
high. The excess profits tax is almost 
universally expected to expire on June 
30 next. Tax relief for individuals 
may have to wait on progress in re- 
ducing government expenses. Some 
businessmen would hold back major 
tax cuts until the economy showed 
signs of needing a stimulant, but it is 
evident that there is a strong belief, 
that the long road toward heavier and 
heavier tax burdens has finally reached 
a turning. There is light at the end 
of the tunnel. There is strong expec- 
tation among businessmen that the 
prolonged fall in the value of the dol- 
lar will be halted. Money is going to 
be worth saving again. With this ex- 
pectation goes a feeling of greater 


confidence about investments and cap- 
ital expansion plans. 

In labor relations the business world 
expects that bargaining will be less 
one-sided but there is, as far as I can 
discover, remarkably little disposition 
to take a vengeful attitude or to ex- 
pect that the next Administration will 
or should favor management over la- 
bor. Wages and working conditions 
will be governed more by economic 
factors and less by political factors. 

Most businessmen think a recession 
is due in 1953 or 1954 but they do 
not expect it to be either deep or 
disastrous. Over the longer period 
they expect improving business and a 
resumption at long last of the normal 
long-term growth of America. 

Throughout these past 20 years 
there has been no real growth in pro- 
ductivity or in living standards in this 
country except under the stimulus of 
war and rearmament. 

The historic trend of our country 
has shown over a great many years a 
growth of real output per person in 
the order of 1.8 per cent per year, but 
all during the long decade of the 30’s 
we made no progress. It was not until 
1942 under the artificial stimulus of 
war that real output per person 
climbed back up to the long-term 
trend line. With the ending of that 
war, growth again ceased and was not 
resumed until the outbreak of the 
conflict in Korea. 

It is a tragic fact that throughout 
the whole history of this era, the blight 
of mass unemployment was never 
cured except by war. The problem of 
how to achieve and maintain pros- 
perity without war remains as one of 
the great unsolved problems that the 
new Administration will inherit. In 
place of the artificial stimulus of in- 
flation, business counts on the old- 
fashioned stimulus of confidence. 

Yet with all this rising optimism, 
there is a healthy note of caution. 
The next Administration, it is widely 
recognized, faces problems as massive 
and stubborn as ever beset any gov- 
ernment in history. There is the 
enormous task of putting the govern- 
ment’s own house in order, raising the 
morale and efficiency of governmental 
personnel, bringing the runaway 
budget under control, reorganizing 
our sprawling bureaucracy and _ re- 
cruiting the able and patriotic men 
and women who will be needed to 
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man key posts in a revitalized Federal 
Government. 

lhere is the problem of the stale- 
mate in Korea, which must somehow 
be dealt with. Our people are thor- 
oughly fed up with this unpopular 
war. If General Eisenhower can find 
a way to conclude it, his prestige will 


be enormous. 


Then there is the crisis in our rela- 
tions with our allies. We are com- 
mitted to continued military aid but 


economic aid carried 


Marshall 


longer 


the system of 


over from the Plan cannot 
satisfactory 
aid. At 


the same time economic conditions in 
and 


go on. It is no 
either to us or to those we 
Western Europe are worsening 
there is no sign that Western Europe 


has reached a point where it can carry 

the present burden of rearmament 

and stand on its own feet economically 
It will be necessary to take a hard 


look at our ewn tariff policies, some- 
thing peculiarly disagreeable to a Re- 


will 


to re-examine the whole 


publican Administration, and it 


be necessary 


structure of international trade and 


currency. Trade, not aid, is what ow 


allies insist is needed. Perhaps a new 


world economic conference may be in 
order. We have been dealing with 
the problems of Western Europe on 
an emergency We must 
the fact that these problems are not 
temporary. They are chronic. They 
do not represent mere war damage. 
They reflect the 
world that has been undergoing 
and fundamental changes. The 
and decisiveness of 
limiting 
In its budget- 


basis. face 


dislocations of a 
rapid 
very 
urgency these 
problems will be a factor 
upon the new regime. 
making it will have to take account of 


the troubled state of the world. 
Finally, there is this great problem 
# maintaining a sound, but prosper- 
ous, economy. The outgoing regime 
has had but one remedy: To spend 
more money, to depreciate the cur- 
rency. The Administration will 


have to find something better. 


new 


After 20 years in the wilderness, the 
Republican Party knows that it faces 
a great danger. That danger lies in 
the possibility that its first return to 
power may be marked by depression 
and unemployment. Such an event 
must be prevented if our two party 
The business 


system is to survive. 


community has an equally heavy stake 
in seeing to it that depression is 
avoided. 

The leaders of American enterprise, 
particularly those who manage and 
direct large ccrporations, must see to 
it in the months ahead that the polli- 
cies they pursue are wise and con- 
structive, not merely from the stand- 
points of their own companies but 
from the standpoint of the whole 
country. 

I have entire confidence that the 
new Administration can and will suc- 
cessfully meet this threat of business 
It will do so, not just by 
spending more government money. 
Rather, as Generali Eisenhower has 
said, it will mobilize the full power 
of private industry and the various 
to work with the 
Business, labor, 


recession. 


State governments 
Federal Government. 
and agriculture all have a vital part 
to play in such an effort. 

Perhaps the first essential is to make 
sure that the existing boom does not 
run away into a final splurge of specu- 
lative excesses stimulated by the new 
up-surge of confidence. 

Continued page 17, column 1 
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HOME BUILDING TOMORROW 
As | Forsee It 


AM convinced that the home build- 

ing industry is on the threshold of 
some important changes—changes in 
legislation, in design, and changes 
throughout the industry. My opinion 
is based I’ve had 
with those from all phases of the 


upon discussions 
industry. 

I believe legislation affecting VA 
and FHA procedure are going to be 
such as to reduce 
the 
ward 


pressure to- 
getting the 
price of homes 
lower and 
and lower. Since 
World War II 
there has been a 
tremendous need 
for shelter. Hun- 
dreds of thousands 
of new families 
have been formed; and, in most in- 
stances, a small two-bedroom house 
was adequate. This need has been, 
to a large extent, met and met al- 
most 100 per cent through new con- 
struction and in spite of a rising price 





John C. Taylor, Jr. 


level. 

This set of circumstances has re- 
sulted in an almost constant decrease 
in the size and in the appointments 
of small homes. The objection on the 
part of the insurance companies to 
limited space and the objection on 
the part of many communities to 
this trend did not seem to have much 
effect until recently, and this is be- 
cause the need had to a large extent 
been met. 

During 1952 and I think the same 
condition will exist during 1953, 1954 
and 1955, we 
falling off in the formation of new 
families. Many of those people who 
bought small homes a few years ago 
now want a three-bedroom house and, 
in many and 
quality which would fall in the $15,- 
000 to $35,000 class. That the de- 
mand in this field has not been greater 


have experienced a 


instances, of a size 


lower 


By JOHN C. TAYLOR, JR. 


Less emphasis on the low cost house and legislation 
permitting the refinancing of used homes along the 
lines now possible for new houses are two of the 
things Mr. Taylor thinks we might expect in the 


future. These two things ‘ 


‘will require another look 


at the charge allowed for servicing mortgages,” Tay- 
lor says and mentions two, one of which he suggests 
as the answer. He is president of Prefabricated Home 
Manufacturers Institute and of American Houses, Inc. 
and what he has to say here is likely to stimulate 
some long-term thinking among mortgage men. 


can be attributed to Regulation X. 
I do not mean there will be no 
demand for living quarters in the 
low-priced field, but that the more 
pressing demand will be found in 
the larger and more expensive houses. 

With urgency of the postwar de- 
mand for housing in part eliminated, 
our country has had time to catch 
its breath and take an inventory. 
From this inventory came the star- 
tling fact that of the 6 or 6% million 
dwelling units in the United States 
which are considered below the mini- 
mum standard for living, about 4 
million of them could be made into 
comfortable, sanitary dwelling units 
without too much cost. If this re- 
pair job were done, low-cost dwelling 
units in the form of used homes or 
apartments would be available and, 
in many instances, these would be 
larger and better located and would 
rent or sell at a price below anything 
possible in the form of new construc- 
tion. Many towns and cities, many 
builders, and many people in Wash- 
ington are becoming conscious of the 
fact that through the used, rehabili- 
tated old dwelling unit there is an 
opportunity to supply much of the 
demand in the low-cost field. 

In offering for sale higher-priced 
homes the builder finds that the pros- 
pective purchaser frequently needs to 


sell a house which he has in order 
to buy a new one. There is going to 
be injected into the housing picture 
the secondhand or used market, just 
the same as the automobile people 
found around 1925-1926 that they 
had to develop this market. If the 
home building industry is going to 
really do a job in building and mar- 
keting the larger and higher-priced 
homes and apartments, it will need 
to develop this used house market. I 
believe legislation, mortgage financ- 
ing, and regulations in general will 
be changed in the not too far distant 
future to permit and encourage the 
following type of transaction: 


Builder “A” is approached by a 
prospect who wants to buy a $20,000 
home. He likes the home but says 
he has a house which he must sell 
before he buys. The builder will call 
the FHA inspector or appraiser, visit 
the used house after making out an 
application and paying an appraisal 
fee, and then the FHA inspector will 
say that if certain things are done to 
the house to bring it up-to-date they 
will issue a mortgage on that house 
for, say, $8,100. The builder will then 
estimate the cost of the improvements 
which are asked for, and we will say 
that the cost is $1,000 including the 
builder’s profit for performing those 
With the insured 


repairs. mortgage 
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of $8,100 the builder will estimate 
that he can sell the house at $9,000 
and will tell the prospective customer 
that he will take that house in on the 
sale of the new one at a price of 
$7.300-$7.400-$7,500. That house will 
form the downpayment for the new 
purchaser 

Such a transaction means that each 
builder who wishes to engage in such 
a practice will need to become skilled 
in repairs and rehabilitation as well 
as in the construction of new homes. 
The 


real estate transaction for the builder 


individual or firm handling the 


will, in most instances, make two sales 


for each new house built: and of 


course, all of this calls for many new 
changes in our regulations 

Talking about changes in FHA and 
VA regulations is of course specula- 
but legislation, rules and 


tion new 


regulations come as a result of 


When this need 


new 
is sufficiently 
urgent, adjustments do take place. 
On this premise, I think we can look 


need. 


for the following changes: 


>> Less emphasis on the low-cost 
field. At present, a two-bedroom house 
selling for $7,000 or less calls for a 


down-payment of only 


> per cent if 
sold under an FHA mortgage. If it 
is a three-bedroom house $8,000 is the 
limit for minimum downpayments; 


from here up payments rise rather 


rapidly. Regardless of the minimum 
downpayment which is established, in 
the future I believe that it will apply 
to houses up to $10,000 or $12,000, 


or even higher 


>> I think we will have legislation 


calling for the refinancing of used 


homes the lines 


ot the financing which today applies 


pretty much along 


only to. new construction. 


>> These two major moves will re- 
quire another look at the charge al- 
lowed for servicing mortgages, as 
many mortgages on used homes will 
be small. The common charge today 
is % of 1 per cent which is insuffi- 
cient for a loan below $4,000. The 
experience of HOLC, many insurance 
companies and mortgage firms indi- 
cates the cost for servicing an indi- 
vidual mortgage is, in today’s market, 
somewhere around $2 per month. If 
this is true, then some method of pay- 
ment for servicing must be adoped 
which will prevent the servicing 
agency from losing money on these 
small mortgages, or else they cannot 
be marketed. Two methods have been 
proposed: 

>> The first that a higher servicing 
rate be allowed for small loans. In 
principle, this seems sound, but the 
difficulty because you would 
need a different rate for $3,000, still 
a different one for $2,000 and a dif- 
No 
rate change seems to offer a practical 


arises 


ferent one for lower amounts. 


solution. 


>> The other method, and the one 
I think should be adopted, is that a 
flat charge per month, per mortgage, 
be used in addition to a rate, say, of 
$2 per month, per loan, plus 4 or % 
ol | per cent. 

Unless such change is ef- 
fected, the approach to this whole 
new field of merchandising will fall 


some 


down. 

Most all of us in the prefabricating 
industry, and most of the large build- 
ers in this country have been concen- 
We 
have for the most part been building 
and selling “Chevrolets.” If my ob- 


trating in the low-priced field. 


servations are correct, we are enter- 
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ing an era where we must expand our 
lines of endeavor so that we also 
manufacture and sell Pontiacs, Buicks, 
Oldsmobiles and Cadillacs, since any 
such expansion can be realized only 
when we have developed a _prac- 
tical and streamlined program for 
merchandising used homes. 

My conclusions are that the low- 
priced home of a few years hence will 
be a used home. The low-cost apart- 
ment of a few years hence will be the 
higher-priced apartments of today. 
We are entering a field where we will 
be building roomy, well appointed 
homes and apartments. Years hence, 
reconditioned and refinanced, they 
will serve the low-cost market. This 
is the way to start correcting 1970's 
slums today. 
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Is a Slump Inevitable ? 


HE prevalent forecast as to the 

outlook for business in the days 
ahead runs something like this: 
>> Total volume of business is likely 
to expand as long as defense expendi- 
tures keep rising. 
New heights are 
certain to be 
reached. 
>> The Federal 
Reserve Index 
number of physi- 
cal production is 
estimated to go 
five points higher. 
Gross national 
product, the value 
of all goods and services created, may 
well increase another $10 billion. 
>> Wages will continue their upward 
movement and prices will have a 
tendency to do likewise. 
»> The excess profits tax will be per- 
mitted to expire and there is hope that 
profit margins may not be squeezed 
much farther than they were this 
year. 





Claude L. Benner 


The picture is a rosy one so long as 
the economy is supported by ever in- 
creasing government orders for arma- 
ments. While no one knows just 
exactly when the volume of these ex- 
penditures is likely to decline, it is es- 
timated that the peak will be reached 
some time during the latter half of 
this year. When that takes place, 
business is supposed to slow down. 
Already we hear cries from our gov- 
ernment planners that a severe de- 
pression will be upon us unless plans 
are promptly made for what is com- 
monly called “a sheaf of public 
works” to bridge the gap caused by 
decline in defense expenditures. 

Is a business depression inevitable, 
should the country be fortunate 
enough to be able to reduce defense 
expenditures in the days ahead? 

Granting that some readjustments 
must inevitably take place when these 
expenditures lessen, is the proper way 
to meet this shock an increased 
amount of government expenditures 
in other lines? Must it be taken for 
granted that this country cannot have 


By CLAUDE L. BENNER 


When the defense and mobilization expenditures 
really start to decline, watch out! Slump ahead! So 
many economic seers have been saying. But is it? 
That’s what Mr. Benner looks into here, the possi- 
bilities of an economic slump after the stimulation 
of this abnormal spending is over. Readjustments 
are ahead, yes, but certainly nothing even remotely 
resembling the debacle of the 1930’s. Short-term, 
such things as consumer credit, mortgage financing 
and plant expansion cannot be expected to keep up 
the pace of recent years. But long term, the forecast 
is decidedly different. 


‘ 


Take housing, Benner predicts that “when the new 
crop of babies, which began to appear in 1940, 
reaches marriageable age in the late 1950s, we are 
likely to see a housing boom which will make that of 
the recent past seem small by comparison.” Looking 
at the broader picture, Benner says “. . . after some 
minor post-war mobilization readjustments have taken 
place, this nation is going to attain levels of produc- 
tion and standards of living higher than those ever 


contemplated today.” 


Mr. Benner is president of 


Continental American Life Insurance Company of 
Wilmington and has been a frequent MBA speaker. 


relatively full employment and gen- 
erally conditions unless 
total government expenditures of one 
kind or another reach such huge 
dimensions as to be the dominant fac- 
tor in our whole economy? 


prosperous 


We can recall the dismal forecasts 
made about the business outlook at 
the close of World War II. We were 
told that it was almost certain that 
six or seven million idle men would 
again be walking the streets just as 
soon as demobilization had taken 
place. Frantic cries were sent up for 
Congress to appropriate huge sums of 
money for public housing, the build- 
ing of roads, additional T.V.A. ven- 
tures and a whole host of other public 
works prdjects to cushion the read- 
justment from a war to a peace 
economy. 

We have all lived to see how dis- 
mally wrong those forecasts turned 
out to be. The more I reflect upon 
the reasons why they were made, the 
more I am convinced that their origin 


lay in the depression thinking of the 
30's. 

The Administration’s advisers knew 
that in spite of all the pump prim- 
ing and legislation which had been 
enacted during the 30’s, the govern- 
ment had not been able to solve the 
unemployment problem and _ restore 
prosperity until war was declared. 
This being so, why should not they 
also have concluded that inasmuch as 
it had taken the huge war expendi- 
tures to bring the country out of the 
depression, that depression and un- 
employment would inevitably follow 
when war expenditures were once 
What could be more logical? Remove 
more reduced to normal proportions? 
the cause that brought about full em- 
ployment and prosperity and the nat- 
ural state of unemployment and busi- 
ness depression would inevitably be 
with us again. 

Too many of us formed the habit 
of thinking of our economy in static 
terms during the 30’s. Population was 
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supposed gradually to stop increas- 
ing. Perhaps by 1960 or 1970 it might 
20 up to about 160 million people, 
but this was to be about the limit. 


The demand for labor was looked 


upon as sormething constant. There 
were just so many jobs to go around 
to shorten the 


work 


and it was our duty 


hours of labor and divide the 


so that everyone would have a job. 
The frontier had passed away, our 
economy had become mature, the in- 
ventive genius of our people seemed 
wants not 


to be diminishing, would 


grow and increased government ex- 
penditures would therefore have to be 
relied upon to provide the incentive 
for business expansion. 


It is hard to believe today. but this 


was the prevailing thinking in many 
circles during the 30’s. 

Although those who are confidently 
predicting another severe depression 
when defense spending levels off may 
not realize it, basic to their argument 
is this tendency to believe that our 
greatest growth is behind us and that 
the self-generating forces of a free 
economy will not provide for future 
business expansion and insure a 
growth in our total productive output 
which will provide for a constantly 
rising standard of living 

So pervasive was that way of think- 
ing for a decade that we must be con- 
stantly on our guard not to accept it 
again when the minor business read- 
justments occur which will inevitably 
take place if this country is ever for- 
tunate enough again to cut down ma- 
terially the tremendous amounts 
which it is now spending for arma- 
ments or giving away in foreign relief. 

I do not want to leave the idea that 
some business readjustments are not 


going to take place a year or so hence. 


In my opinion they are inevitable 
We must expect them and in some 
respects they are to be desired. We 


have just gone through a political 


campaign where the slogan of one 
party was “you have never had it so 
take it 


While on the surface this may seem 


good: don’t let them away.’ 
to be true, one does not have to dig 
very deep to find indications that this 
so-called increased economic welfare 
and progress is, to a considerable ex- 
tent, an illusion. 

[his country has done a marvelous 
job of increasing its total production 


of both peacetime goods and arms 


under the forced draft of our huge 
defense expenditures. Today almost 
a quarter of our entire national in- 
come comes from expenditures which 
are directly related to the production 
of armaments. It simply does not 
stand up to the test of common sense 
that we have finally arrived at an 
Alice-in-Wonderland kind of econ- 
omy in which the more we spend for 
defense and the more we give away 
to others, the more we will have left 
for ourselves for investment and con- 


sumption. 
We have been traveling some dan- 
gverous roads since the close of the 


last World War and they do not all 
lead to Economic Paradise. While 
constant emphasis has been placed 
upon the increase in our national in- 
come and the growth in our plant 
and equipment, all too little attention 
has been paid to the way these items 
have been mortgaged for the future. 
Dollar incomes may seem high, but 
it must not be forgotten that before 
they have any significance to the ones 
who receive them taxes must be de- 
ducted from the incomes and the dol- 
lars turned into purchasing power. 
The increase in our plant and 
equipment, the number of houses 
erected and the huge volume of dur- 
able goods sold, has been 
accompanied by an increase in private 
debt which, while its present figure 
may not be alarming, if permitted to 
increase at the same rate for another 


consume! 
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five or six years would certainly lead 
tc serious trouble. 

The figures are quite astonishing. 
Total private debt of all businesses 
and individuals, including obligations 
of corporations, stood at approxi- 
mately $141 billion in 1945. By the 
end of 1951, this debt had risen to 
$277 billion, an increase of about 
97 per cent—almost double in seven 
years. 

Strange as it may seem on the sur- 
face, debts increase during periods of 
high business activity and tend to de- 
cline during periods of slow business. 
This is particularly true for private 
debt. In 1951 total debt increased by 
approximately $33 billion, carrying 
the total of both public and private 
debt at the end of the year to $519 
billion. Thirty-one billion dollars of 
this increase was in the private sector 
of our economy and a little over $2 
billion was government debt, mainly 
state and local governments. The in- 
crease in private debt alone in 1951 
was approximately 12 per cent above 
that a year earlier. 

As a result of this substantial growth 
in private debt in 1951 the propor- 
tion of total debt represented by pri- 
vate obligations reached 53 per cent. 
At the close of the war, total private 
debt was only 35 per cent of total 
indebtedness. The great growth which 
has taken place in our total output 
has been accompanied by a very sub- 
stantial increase in indebtedness of all 


a 








kinds—bonds, real estate mortgages, 
bank loans, instalment and consumer 
credit. 

Whichever may be the cause or the 
effect, these data seem to indicate 
clearly that prosperity apparently 
goes with an increase in private in- 
It is perfectly clear that 
indebtedness 


debtedness. 
increase in consumer 
tends to stimulate retail sales. 

There is nothing mysterious about 
this operation. When individuals go 
into debt to buy goods, they are 
spending more than their current in- 
come and the spending of this excess 
brings into the market when it is 
spent, an increased demand for goods. 
So long as consumer and instalment 
debt increases, business feels the stim- 
ulating effects of this increase. 

Before we can form any worthwhile 
opinion as to whether or not business 
activity will increase or decline after 
we have reached the plateau of de- 
fense expenditures, we must deter- 
mine whether or not total debt is 
likely to increase or decline. 

My crystal ball is not too clear on 
this question. But certainly it does 
not indicate that there is likely to be 
an increase in consumer indebtedness 
at the same rate during the next few 
years as has taken place in the recent 
past. 

Turning to another part of our 
economy, I doubt if there are many 
who seriously believe it will be pos- 
sible to increase mortgage indebted- 
ness in the same amounts and at the 
same rate as it has been increased 
since the close of the war. In the 
past three years alone, the increase in 
nonfarm mortgage debt rose to over 
$66 billion, a percentage increase of 
42 per cent. For several years we 
have been building 
units than the number of 
ilies created. 


more housing 


new fam- 


Contrary to a prevailing opinion, 
federal debt has not increased mate- 
rially since the close of World War 
II. In June of 1952 it was approxi- 
mately the same as it was in June, 
1945. But we have only about held 
our own in spite of the fact that dur- 
ing this seven-year period of time our 
federal treasury has collected about 
$308 billion of taxes, an amount 
which exceeds by over 20 per cent the 
total amount of taxes which had pre- 
viously been collected in the whole 
157 years of our country’s history! 


It is not difficult to increase total 
monetary income when the national 
debt increases as much as it did dur- 
ing the war and when private debt 
increases as it has during the last six 
years, and when the government col- 
lects such stupendous amounts in 
taxes and spends them on armaments. 
But the price which the nation pays 
for such growth is an increased money 
supply accompanied by inflation and 
a steadily rising price level, with a 
constantly growing volume of debt 
which mortgages the future of all 
ot us. 


ee 
“I doubt if there are many 
who seriously believe it will be 
possible to increase mortgage in- 
debtedness in the same amounts 
and at the same rate as it has 
been increased since the close of 
the war. In the past three years 
alone, the increase in nonfarm 
mortgage debt rose to over $66 
billion, a percentage increase of 
42 per cent. For several years we 
have been building more housing 
units than the number of new 
families created.”—Benner 
el 


These facts clearly show that to- 
day’s high level of economic activity 
rests upon a temporary foundation. 
The rearmament program has had 
two stimulating effects. It not only 
has raised governmental spending to 
record breaking peacetime levels, but 
it has also caused business investment 
in plant and equipment to reach an 
all-time peak. 

The increase in debt, in govern- 
ment spending and in plant invest- 
ment have made extraordinary sources 
of demand which cannot possibly 
continue in their present volume. 

Unmistakable also be- 


trends are 


ginning to appear which would indi- 
cate that the volume of foreign de- 
mand for goods produced in this 
country has already begun to con- 
tract. This is only to be expected as 
the world recovers from the devasta- 
tions of the last war. The so-called 
“Dollar Problem” of many foreign 
countries still exists and increasingly 
they are attempting to meet it by im- 
port restrictions imposed on our 
exports. 

One would have to be sanguine to 
hope that an increase in our foreign 
trade could be depended upon to help 
us over post-mobilization readjust- 
ment. The truth is that the near-term 
prospects for our export trade are not 
promising, to say the least. 

The difference in the overall eco- 
nomic situation that appears likely to 
exist when war expenditures once be- 
gin to level off at a somewhat lower 
figure from the situation that existed 
at the close of World War II may be 


summarized as follows: 


>> There will be no such amount of 
deferred demand for goods, either at 
home or abroad, as existed at that 
time. While of course scarcities are 
always relative, nevertheless they are 
much less severe at this moment than 
they were in 1946 and, with perhaps 
one or two minor exceptions, they 
should all be a thing of the past 12 
months hence. 


>> Plant capacity, both at home and 
abroad, is much in excess of what it 
was seven years ago. Practically every 
nation west of the Iron Curtain is 
turning out more goods than it did 
in 1939. Here in this country we in- 
vested in 1952 in plant and equip- 
ment approximately five times as 
much as we did in 1939. 


IN BALTIMORE, MARYLAND AND VICINITY 


Lawyers Title Insurance 
Corporation 


(RICHMOND, VIRGINIA) 
REPRESENTED BY 


Real Estate Title Company 


INCORPORATED 
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Baltimore 2, Maryland 
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>> Credit of all kinds, particularly 
consumer credit, has expanded phe- 
nomenally. We must not expect sales 
to be stimulated in the next few years 
a rapid rate of growth of 
not 


by such 
debt—the 
stand it 


credit structure will 
>> Liquid assets, while still abundant 
and recently growing at a satisfactory 
rate, are probably not so widely held 
as they were at the close of the war. 
A considerable portion of nest eggs 
of government E Bonds may well 
have been spent by those in humble 
circumstances 

Admitting the validity of these four 
points, it still is easy to over-empha- 
size the importance of any reduction 
that is likely to take place in our de- 
that 
there will be no further expansion of 
the Korean War and no outbreak of 
hostilities in Europe, but that foreign 
affairs will remain unsettled and little 


fense expenditures. Assuming 


real progress made toward a genuine 
peace, present plans probably do not 
call for a reduction of more than $12 
to $15 billion annually. 

While this is a large sum of money, 
even in 50c dollars, nevertheless it is 
a very small percentage of the total 
value of goods and services produced 
which in 1952 amounted 
$345 billion and 
which, it is estimated, will go above 
$350 1953. With a 
national product much smaller than 


annually, 
to approximately 
billion in gross 
this, government expenditures in 
1945-46 declined by about $54 billion 
without bringing on a depression. 
While it is 
pect such a revival of investment in 
plant and equipment as took place 
after the last war to help cushion the 
shock of reduced government spend- 


not reasonable to ex- 


ing, nevertheless one authoritative 
survey indicates that capital expendi- 
about 10 
per cent to 15 per cent less than they 


tures in 1953 will only be 
were in 1952 when an all-time record 


in this respect broken. Person- 
ally, I think the 
little optimistic when one remembers 
that by the 1952 our plant 
capacity had increased by about 50 
per cent World 
War II. This is a rate of expansion 


was 
forecast may be a 


end of 


since the close of 
well in excess of anything which ever 
was thought of as normal in the past. 


Another of construction 
which has received all too little atten- 


should continue to 


aspect 


tion and which 


expand for several years in the future, 
is public construction. State, county 
and municipal expenditures for high- 
ways, hospitals, schools and _ public 
welfare institutions of all kinds must 
continue because of our rapidly in- 
creasing population. The director of 
research of Dun & Bradstreet esti- 
mates that the backlog of these ex- 
penditures over the next 10 years 
approximates $100 billion. In my 
opinion, this figure may well be on the 
conservative side. The rapid increase 
in population which has occurred in 
this country since 1940 furnishes the 
that, after some 


basis of my belief 


a 
‘lt is not desirable that total 


credit should be materially re- 
duced, whether mortgage, con- 
sumer or bank credit. In fact, it 
would be a real mistake during 
the coming transition period to 
put much emphasis upon reduc- 
ing the Federal debt. While the 
rate of credit — that bas 
been going on during the recent 
past must be slowed down, we do 
not want to start a deflationary 
s piral.”"—Benner 

ee 


minor post-mobilization readjustments 
have taken place, this nation is going 
to attain production and 
standards of living higher than those 
even contemplated today. 

I referred to the dismal forecast of 
the *30’s when we were told that the 
growth in population of this country 
would level off and in the not too 
distant future might well decline. We 
were also told that our economy was 
mature, the frontier the 
average age of our population would 


levels of 


was gone, 
steadily grow older and people would 
become more interested in security 
than in enterprise and adventure. 


We have lived to see how inaccu- 
rate those forecasts, brought forth out 
of depresssion thinking, have proven 
to be. 

Between 1940 and 1950, our popu- 
lation increased by approximately 20 
million. It is now estimated in the 
current decade another 20 million 
will be added. 

And this is not all. Population ex- 
perts now say that by 1975 this coun- 
try will have a population in the 
neighborhood of 190 to 195 million 
which, if it occurs, will be a gain in 
the 25 years between 1950 and 1975 
of over 42 million, approximately the 
same number of people as now live in 
Great Britain. 

Why do I believe such a phenome- 
nal increase in population will insure 
a dynamic economy and a rising 
standard of living Why, you may ask, 
is it not just as reasonable to expect 
that this growth may cause a lower 
standard of living? Is not that what 
takes place in China and India all 
the time? 

It all depends upon the amount of 
land, natural resources and the level 
of industrial know-how or technique 
in the country experiencing the 
growth in population. So long as our 
economy is dynamic, our natural re- 
sources ample, our schools and re- 
search institutions flourishing and our 
business conducted under the free en- 
terprise system, any increase in popu- 
lation which this country will experi- 
ence through natural birth rate will 
prove a stimulus to our economy. The 
situation is different in a country like 
India where for centuries its popula- 
tion has been suppressed by stifling 
customs and traditions until the initia- 
tive and energy of its people are gone. 


(Continued page 22, column 1) 
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MEANING OF THE ELECTION 
(Continued from page 10) 

What is needed on the part of both 
business and government is the kind 
of policies that will tend to reduce the 
risks of both inflation and collapse. 

I see no reason why we should not 
have such policies. 

We may expect that the first empha- 
sis of the incoming regime will be on 
reducing government expenses. There 
will be vigorous efforts to save money 
by eliminating unnecessary or waste- 
ful expenditures. In addition, General 
Eisenhower has indicated that he ex- 
pects to make substantial economies 
in the $60 billion National Security 
Program. 

The effect of all this is, of course, 
anti-inflationary, and might be ex- 
pected to have some moderating ef- 
fects on the boom. 

Assuming some real 
economy, the Administration is next 
clearly pledged to tax reductions. 
These, coming after the budgetary 
economies have been made effective, 
might very well give a lift to the econ- 
omy at a time when it may be needed. 

The indications are, therefore, that 
the new regime will begin with empha- 


progress in 


sis upon conservative measures of 
budget balancing, but that it will keep 
a sharp eye on the economic weather 
and be prepared to modify its course 
if and when the storm signals start 
flying on the economic front. 

Meanwhile, the whole country can 
look forward to the stimulus that 
comes from a major change in the 
political climate, ushered in by an 
Administration elected by an over- 
whelming vote of all kinds of people 
in all parts of the country. 


What the Life Companies 
Bought in Loans in 1952 


The life companies acquired $634,- 
000,000 of non-farm FHA loans in the 
first nine months of last year as 
against $813,000,000 in the same pe- 
riod a year previously. The decline in 
VA loan purchases was even more 
drastic, acquisitions totaling only 
$346,000,000 as against $1,063,000,000 
in the same period a year earlier. Other 
mortgages acquired by the life com- 
panies in the first nine months of 
1952 totaled $1,.677,000,000 as against 
$1,823,000,000. 
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THE 


Mortgages financed by the life com- 
panies in the three quarters totaled 
$2,936,000,000, the third quarter alone 
showing $963,000,000. Total mort- 
gage holdings on September 30 were 
$20,801,000,000, up $1,510,000,000 
since January 1. 

New investments in securities and 
mortgages by the life companies to- 
taled $10,155,000,000 in the first three 
quarters of 1952, the Institute of Life 
Insurance reports. About one-third of 
the funds available for investment 
came from net increase in assets, 
which rose $3,595,000,000 in the nine 
months. The balance was made avail- 
able by maturities, sales and refund- 
ings. 

The securities of business and in- 
dustry accounted for the greatest 
single block of this year’s new invest- 
ments, amounting to $3,565,000,000. 
Industrial bonds made up two-thirds 
of this aggregate. Stocks accounted 
for only $141,000,000, less than half 
of these being common shares. Total 
life insurance investments in business 
and industrial securities on September 
30 were $29,494,000,000. 
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inic in Pittsburgh 


MBA 1952-53 program of meetings 


opens in the busy Steel City 


F  geleaey GH MBA’s program of 
recent years in taking its meet- 
ings to where the people are has 
extended coast to coast and border to 
border, it somehow failed to reach a 
city where the Association’s member- 
ship has always been good and from 
where it has had excellent support. 
The Pittsburgh, and ou 
failure to report in there previously 


city was 


THEY WERE THERE: As _ usual, 
there was a camera around at the Pittsburgh 
Clinic. Some of those recorded were, at 
the top, the three photos, left to right, 
show 1. Jay F. Zook, Jay F. Zook, Inc., 
Cleveland, and H. Duff Vilm, H. Duff 
Vilm Mortgage Company, Inc., Indianapo- 
lis. 2. John R. Walsh, Lawyers Title In- 
surance Corporation, Richmond, Va.; J. 
R. Brady, Lawyers Title, Pittsburgh and 
E. B. Woodruff, Weinberg & Bush, Inc., 
Washington, D. C. 3. Russell H. Perry 
and Thomas P. Lowry, Republic Insurance 
Company, New York. 


Then, going down the left hand side of 
the page, are: 


Howard J. Ludington, H. J. Ludington, 
Inc., Rochester, N. Y.; Franklin D. Rich- 
ards, Franklin D. Richards and Associates, 
Washington, D. C., and Maurice R. Massey, 
Jr., Peoples Bond and Mortgage Company, 
Philadelphia. 


James A. Hewitt, Home Mortgage, Inc., 
Washington, D. C.; R. M. Probst, Union 
Title Guaranty Company, Pittsburgh, and 
Murray L. Jones, Kansas City Title Insur- 
ance Company, Baltimore. 


Robert H. Pease, Detroit Mortgage and 
Realty Company, Detroit; MBA Secretary 
George H. Patterson; Dale M. Thompson, 
City Bond and Mortgage Company, Kansas 
City, Mo., and Philip Heller, Mutual Bene- 


fit Life Insurance Company, Newark. 


R. Stewart Scott and Walter A. Scott, 
Sr., Scott and McCune, Inc., Pittsburgh; 
Mr. Ludington again, and Walter A. Scott, 
Jr. 


was taken care of in December when 
the 1952-53 MBA schedule of 
than a dozen meetings was opened in 
this bustling city of steel between the 
rivers and the mountains. 


more 


The program had been well planned 
by Robert H. Pease’s Clinic Commit- 
tee and the performance proved to be 
even better; but almost as intriguing 
as the program to those from outside 
were the surprising developments going 
on in Pittsburgh. The 
Gateway project at the point of the 
Golden Triangle 
three great office buildings located in 
a beautiful park and more are con- 
templated. Up from the Triangle a 
little is the giant U. S. Steel-Mellon 
Building of 41 stories and across the 


city’s giant 


famous now has 


way is the modern, impressive Alcoa 
Building, with aluminum emphasized 
in construction as steel is in the for- 
Then, between the 
two, is the new park plaza with a vast 
underground garage which is going 
forward through the generosity of the 
Mellon family. Except for Manhat- 
tan, no city is adding more office 
space than Pittsburgh and it’s plain 
that every foot will be needed. 


mer skyscraper. 


To see a large city taking on a 
really new look, go to Pittsburgh be- 
cause that’s where it’s happening. 

More than 275 were on hand at 
the William Penn’s Urban Room fo: 
two days of looking into some of the 
problems concerning mortgage men 
today. 

MBA President Brown L. Whatley 
told the Clinic assembly that, as a re- 
sult of the national election, with 
business relieved from undue inter- 





0 i 





-_-— > 


speakers table. 


ference and burdensome controls, we 
have an opportunity we have not had 
time to demonstrate the 


effectiveness of private 


in a long 


our enter- 
prise system. 

“Such an opportunity will present 
a real challenge and at the time 
it will impose a heavy responsibility. 
responsibility places the 


same 
Chis now 


business interests of the nation 


squarely on the spot. If business is to 
justify the confidence which it believes 
it is entitled to receive from the 
American people, it must seek first 
to serve the nation effectively and 
with as little dependence on the gov- 
ernment as possible. In matters of 
legislation, it should be a question of 
what we can do to help constructively 
to provide good government and not 
what will most benefit a single indus- 
try or a particular group. The 
and the 
preach, must be 
resold to the American people and 
the free Other- 
the opportunity which we think 
today will be short-lived. It 


short inning indeed and it 


sys- 


tem in which we believe, vir- 


tues of which we 
nations of the world. 
wise, 
we sense 


Ww ill be a 


is conceivable that it may be the last. 





Top, the group at the Pittsburgh luncheon and below the 
Left to right: Harold Stembridge, Scott Mortgage 
Co., Pittsburgh; MBA Secretary George H. Patterson; Fred L. 
Aiken, Fred L. Aiken Associates, Pittsburgh; Robert H. Pease, 
Detroit Mortgage and Realty Company; W. A. Clarke, 
Clarke Mortgage Co., Philadelphia; John H. Scott, Scott Mort- 
gage Company, Pittsburgh; W. B. McFall, Commonwealth Trust 
Company of Pittsburgh; Jesse F. Macfarlane, W. A. Clarke Mort- 








gage Co.. 


W. A. H. 
T. Conklin Jr., 


atti- 
includ- 


“Following the election, the 
tude of businessmen generally, 
bankers, has been 
indicate a feeling that 
lay claim to a 
Such 


bring 


ing many 
such as to 


mortgage 


business interests may 
victory peculiar to themselves. 
thinking is dangerous and may 
about some unsound conclusions. In 
the light of what actually happened, 
we may easily make a grave mistake 
if we use up too much of our energy 
in congratulating 
position in 
today as a result of the 
the voting. The 
freshing and promising fact for all of 
1s, Democrats and Republicans alike, 
management, labor, industry, 


and capital, it seems to me, 


ourselves on the 


which we find ourselves 
outcome of 


most wholesome, re- 


business 
is to know 
elected 
a president who is beholden to no 


and to realize that we have 
single group or interest more than any 
other. We 


ulate ourselves on the 


may, and should, congrat- 
fact that we also 
have a president who, to say the least, 
is not hostile to business and to free 
In this 
we must be certain to remember 


All othe 


exX- 


enterprise. advantage, how- 


ever, 
that business is not alone. 
economy are in 


segments of our 


Pittsburgh; MBA President Brown L. Whatley, Stock- 
ton, Whatley, Davin & Company, Jacksonville, Florida; B. F. 
Jones III, President Pittsburgh Chamber of Commerce; Walter 
A. Scott, Sr., Scott and McCune, Inc., Pittsburgh; H. Duff Vilm, 
Duff Viim Mortgage Company, Inc., Indianapolis; George 
The Guardian Life Insurance Company of Amer- 
ica, New York, and Maurice R. Massey, Jr., 
Mortgage Company, 
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Peoples Bond and 


Philadelphia. 


actly the 
exactly the 
America.” 


position and that is 
it ought to be in 


Same 


way 


financ- 
deben- 


real estate—the 
mor tgages, 


Industrial 
ing of it by notes, 
tures, and purchase-lease deals—came 
up on the agenda with Mr. Pease and 


George T. Conklin, Jr. of the Guar- 


dian Life analyzing various aspects 
of it. Here is a field for us, Pease 
said, that isn’t so competitive but 


which most mortgage men have ne- 
glected in the past. 


That there was a luncheon 
for those who were there. The speaker 
was Pittsburgh’s personable banker, 

B. McFall, president of the Com- 
monwealth Trust Co. We’re 
riding the crest of the inflationary 
boom but anticipating the new ad- 
ministration which intends to check 
inflation and at the time 
tinue full employment, he said. 


noon 


now 


same con- 


“Every index used by professional 
economists as a basis for their deter- 
minations confirms the conclusion of 
times—except the falling in 
prices obtained by our farmers and 
that the 


boom 


the knowledge boom has 





19 





been sustained by deficit financing by 
our national government. 

‘The fundamental character of the 
change which will result in Washing- 
A 20-year 


philosophy that the national govern- 


ton should be appreciated 
ment owes everybody a living will be 
discarded ‘Why 
Uncle Sam will mail it to you’ is on 
A balanced budget by 


bother working. 


the way out. 
cutting expenses, rather than increas- 
ing taxes which discourage incentive, 
will be a real objective. Business will 
cease to be the whipping boy and 
to be im- 
It will 


sound 


government will endeavor 
partial in labor controversies. 
provide a climate in which 
business should bloom and bear good 
fruit. We should again have confi- 
dence in the integrity of our national 


administration.” 


Turning to real estate and mort- 
gage prospects, McFall termed the 
outlook favorable but said lenders 
should move cautiously. 


“Across the nation the real estate 
market is very much like the average 
citizen—all appearances of prosperity, 
with an undercurrent of uncertainty 
Prices of used houses have softened. 
Sales of small new homes have gener- 
ally continued at a brisk 
those built to sell for $25.00 or more 
And yet, 


1952. we 


pace, but 
seem to have slowed up. 
with 1,100,000 
would have to agree that builders are 


Starts in 


keeping pace with the boom, whose 
momentum is certain to continue past 
the first quarter of 1953 and perhaps 
on through the vear. But, as govern- 
ment defense spending begins to tape 
off, we would be wise to make use of 
the knowledge we are supposed to 
have.” 
Clinic attention was turned 
to the analysis, preparation and sub- 
Old hat 
Not 


found 


Then 


mission of loans to investors. 


to every mortgage man? truc, 


is those at Pittsburgh out. 


here’s always something new and a 
the cardinal 


re-Statement ol some ol 


principles of what’s a good submis- 


isn’t is worth every 
lender’s time. Dale M 


Kansas City outlined what’s good in 


sion and what 


Thompson ol 


an apartment and commercial prop- 
erty submission and Maurice R. Mas- 





MBA Calendar 








January 15-16, 1953, Second An- 
nual Washington Conference, spon- 
sored by MBA’s Young Men’s Activi- 
ties Committee, Mayflower Hotel, 
Washington, D. C. 

January 27-29, 1953, Seventh An- 
nual Senior Executives Course, spon- 
sored by MBA and the Graduate 
School of Business Administration of 
New York University. 

February 12-13, 1953, Mid-Western 
Mortgage Conference, Conrad Hilton 
Hote!, Chicago. 


April 6-7, 1953, Eastern Mortgage 
Conference, Commodore Hotel, New 


York. 


April 30-May 1, 1953, Western 
Mortgage Clinic, Mark Hopkins Ho- 
tel, San Francisco. 


May 4-5, 1953, Southwestern Mort- 


gage Clinic, Hotel President, Kansas 


City. 
June 22-26, 1953, Sixth Annual 
Mortgage Banking Seminar, North- 


western University, Chicago. 


June 29-July 3, 1953, Third Annual 


Advanced Mortgage Banking Sem- 
inar, Northwestern University, Chi- 
cago. 

August 17-21, 1953, Second West- 


ern Mortgage Banking Seminar, Stan- 
ford University, Stanford, Calif. 


November 9-13, 1953, 40th Annual 
Convention, Miami Beach. 


That evening the Pittsburgh MBA 
entertained all Clinic registrants at a 
reception and the next morning the 
Clinic tackled servicing problems, 
with the speakers Fred L. Aiken, 
Pittsburgh, Carton S. Stallard, Eliz- 
abeth, N. J. and Thomas E. McDon- 
ald, MBA director of accounting and 
servicing. 

The last session featured two MBA 
stalwarts, MBA Vice President Wil- 
liam A. Clarke and MBA General 
Counsel Samuel E. Neel, who ana- 
lyzed the factors likely to decide the 
mortgage market in 1953 and assessed 
possible political and legislative devel- 
opments. 

“There is to be no return to the 
type of mortgage market we knew 
before the treasury-federal reserve ac- 
cord,” declared Clarke. “When the 
peg was pulled it ended an era in 
the mortgage market. 

“Housing demand is likely to con- 
tinue at a substantial and the 
supply of mortgage money will be 
adequate. The Administration 
will resort to more orthodox methods 


rate 
new 


of financing the public debt. We can 
expect a tight money market. 

“Are the VA and FHA rates likely 
to be increased? With VA loans 
selling at 96% to 97 on an average 
and FHAs at just around par over the 
country, then I believe we can expect 
an increase in both rates. How much? 
My guess is 4% per cent for both 
loans. As to direct lending prospects 

that is a phase I believe is ending.” 

General Counsel Neel was inclined 
to go along with the possibility of an 
increase for both rates but he wasn’t 
so sure as Clarke. 

Over-all conclusion from Pittsburgh 
Clinic: A pretty good year is ahead, 
except for the GI situation, and that 
isn’t going to get a bit better until 
the rate is hiked. 
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Mortgage SERVICING Department 


WILLIAM I. De HUSZAR, Editorial Director 





An Easy and Effective Method of 
Calculating Service Fees 


Just about any place you look in the mortgage business these days you will find someone trying 
to make some operation simpler, easier and more economical—and that’s especially true for the 
servicing end. For many old hands in mortgages, it’s surprising how well these efforts are 
succeeding. This time it’s a new method for calculating service fees. A year ago L. K. Horn, 
controller of Lon Worth Crow Company, Miami, devised a new procedure for figuring servicing 
fees which he believed would result in substantial savings for both correspondent and investor. 
He kept a record of his experiment to establish his contentions and then the company presented 
the idea to the insurance companies they represent. One said “We think this procedure is 
something entirely new. It is so simple that we are surprised that it has not been thought of 


before... 


it has met with unanimous and enthusiastic approval as to the method.” Another 


declared “we think so well of your procedure that we hope to be able to use it in connection 
with some of our other accounts, assuming ofcourse that you have no objection.” A third 
said, “I certainly agree that it is by far the best way of handling this problem... .” 


N AN attempt to make mortgage 
servicing more profitable to the 
correspondent and less expensive to 
the investor, we 
have developed a 
method of 
calculating service 
Correspond- 
ents now compute 


new 
fees. 


service fees on the 
various categories 
on each remit- 
tance report; then 


the investor checks 
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By L. K. HORN 


the accuracy of the correspondent’s 
computations. These calculations are 
very time-consuming. Take, for in- 
stance, this example. 

Assume that a correspondent remits 
four month to 
investors and that there are 20 serv- 
remit- 


times a one of his 


ice fee breakdowns on each 
tance; what computations must be 
made? From a purely mathematical 
the 


correspondent to make 80 service fee 


standpoint, it is necessary for 


computations and the investor must 
check them. Now apply this result to 








ot 


J PLAIN DEALER BLDG.,CLEVELAND 
DAYTON - ELYRIA - MEDINA - PAINESVILLE - YOUNGSTOWN 


your respective number of correspond- 
ents or investors, and you will arrive 
at your individual number of assumed 
calculations. 

On this example, we could develop 
a time and motion study for each 
operation and ultimately arrive at an 
exact cost in dollars, but because of 
the multiplicity of methods and kind 
this would be 
practical only on an individual basis. 


of equipment used 


It is easily discernible, however, that 


computation of service fees along con- 
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ventional lines is a time-consuming Monthly Interest Estimated Actual Variance Variance 
job. Month, 1952 Collected Service Fee Service Fee Dollars % 

How can these expensive computa- ~~ : : Pape opt  aieiliaaciae 1 
tions be eliminated? It is easy enough July $47,880.64 $ 5,903.96 $ 3,905.05 $ (05 113 

; ; August 43,347.27 5,344.63 5,351.67 7.04 00131 

By UNG an average ERCtOr tO CORNNE  g ctemnben 16,250.94 5,702.64 5,723.54 20.90 00365 
service fee on total interest. This October $9,383.13 6,088.83 6,080.30 8.53)  (.00140) 
factor can be figured in one of two ; 2 2 
ways. First, by taking the total $186,861.98 $23,039.68 $23,058.56 $1888 .00082 


amount of interest collected and total 
service fee retained for a given period 
and determine an This 
method is not too satisfactory as once 


average. 


there is no 
The 


more advisable is 


you establish a factor 


proper means of adjustment. 


second and much 


the method. To 


use this 


weighted average 


method, it is necessary to 
have your portfolio broken down first 
and second by 


by service fee rates, 


interest rates under each service fee. 
As an example, loans at 4 per cent 
interest with 4 of | per cent service 
fee would constitute one breakdown: 
> per cent with 3% of | per cent an- 
other; 4% per cent with 2 of 1 pet 


cent another; etc. The next step is 
to take the principal balance for each 
the 


the service fee. 


breakdown and multiply it by 
interest rate and by 

Next, take 
both classifications. The last step is 
the total into the 
total, which will give you 
This 


sounds rather complicated, but ac- 


to divide interest 
service fee 
the percentage to be used. 
tually it is simple when the figures 
are before you. When applying this 
will that the 
between the estimate and 


percentage, you find 


variance 


SLUMP INEVITABLE? 
Continued from page 16 
If war can be avoided, we may well 


the 
indus- 


he on the eve of a new age. 


atomic one, where more new 
tries will come into being, opening up 
new markets and tapping additional 
sources of demand now not dreamed 
of. Our business economy has a great 
to make substantial adjust- 
If they do 


not all come at once, such as the fail- 


capacity 
ments when need arises 
ure of total demand which occurred 
in 1930-32, they can be taken in their 
stride 

Already a considerable cross-section 
of our industry has been shaken down 
in line with consumer needs. The tex- 
tile industry is a good example of this. 
Housing starts will no doubt decline 
the next 
years and then, when 


from recent levels during 


three or four 


a total of all results for 


the actual will be small. By 
using the weighted average method 
a new factor can be obtained at any 
time, would be 


only once or twice a year. 


very 


though it necessary 
This method of computing service 
fees would be especially valuable to 
those who service under the single 
debit the controls are 
maintained in approximately the same 
manner as prescribed in figuring the 
weighted average factor. We would 
like to emphasize though that only 
those having a large number of serv- 
ice fee categories will benefit by this 
service fee computation system. 


system, as 


Since there may remain a certain 
amount of doubt as to whether the 
results are accurate, an actual com- 
putation can be made annually and 
adjustments, if necessary, made at 
that time. To make this work, the 
correspondents will have to send to 
the investor a summary of interest col- 
lected, down by service fee 
classifications with each remittance. 
If these summaries are properly pre- 
pared, the only work involved would 
be to add like service fee groups on 
each of the summary sheets. Using 


broken 


the new crop of babies which began 
to appear in 1940 reach marriageable 
age in the late 1950's, we are likely 
which will 
past seem 


housing boom 
make that of the 


small by comparison. 


to see a 


recent 


Unwise and precipitate government 
action is the greatest thing to fear in 
the coming readjustment. 


In a world in such a constant state 
of flux as ours, no one can do more 
than make an intelligent guess as to 
what the future holds after the peak 
of mobilization has once been passed. 
But barring the spread of further war, 
it seems certain there will be a reces- 
sion of the main forces which have 
been making for inflation and rising 
prices since the close of World War II. 


If to bring this about some slow- 
down in business activity must take 
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the above example, it would require 
20 tapes, each with 48 figures. Com- 
putations could then be made on 
each service fee breakdown and, when 
added, it would show the actual serv- 
ice fee which could then be compared 
with the estimate. From a practical 
standpoint, however, it seems that the 
variance will be so small it would be 
unnecessary to make the actual com- 
putation. 

As an illustration as to the accu- 
racy of this method we offer the 
following example: Taking one of our 
investors for whom we ap- 
proximately 1,600 mortgages totaling 
nearly $13,000,000, we found that 
there were 25 breakdowns necessary. 
It took us only one hour and twenty- 
five minutes to arrive at an average 
service fee factor of 12.329787 per 
cent and when applied to a four 
month period, the results were as 
shown in the table on this page. 

These statistics will that 
eighty-five minutes of spent 
establishing an average service factor 
can save hours and hours of work 
and eliminate individual aggregate 
service fee calculations. 


service 


prove 
work 


place, the price will not be too high. 
Too long we have been operating our 
economy under forced draft stimu- 
lated by over-investment and over- 
spending on the part of both govern- 
ment and private industry. 

Our banking authorities have 
learned a good deal during the past 
30 years and I do not believe there 
is much danger of a deflationary 
credit policy being put into effect. 

It is not desirable that total credit 
should be materially reduced, whether 
mortgage, consumer or bank credit. 
In fact, it would be a real mistake 
during the coming transition period 
to put much emphasis upon reducing 
the Federal debt. While the rate of 
credit expansion that has been going 
on during the recent past must be 
slowed down, we do not want to start 
a deflationary spiral. 


utlook for Mortgages 


What sort of year will 1953 be, mortgage-wise? That was the question 
and here are some of the guesses of lenders all over the country 


HAT’S ahead for mortgages in 
1953? Just this: Business as 
usual, pretty good business — except 
for GI. It looks like a good year, a 
year such as 1952, but nothing like 
1950. The bonanza days of that pe- 
riod are gone and, say those whose 
opinion counts for something, they 
won’t be back. Thus, in a word, the 
1953 mortgage outlook is entirely sat- 
isfactory, so mortgage lenders coast to 
coast and border to border told THE 
Mortcace BANKER in the closing 
weeks of 1952. What some of them 
said specifically is recounted on the 
following pages. There you’ll find the 
views of those who at our urging went 
to their crystal balls and tea cups to 
see what’s likely ahead. 
Business as usual—except for GI. 
The situation for GI is as bad as ever 
and getting no better. FHAs are in 
better demand and there is a FHA 
market today which there is not for 
GIs except at a discount. There’s 
every prospect for a continued high 
building volume. Conventional loans 
are in great demand with competition 
keen. These are some of the high- 
lights culled from the forecasts sub- 
mitted to THe Mortcace BANKER. 
More specifically: 


>> GI LOANS: Just as it was a year 
ago, the GI loan looms as the biggest 
single factor in the mortgage market. 
Right now the market is generally 
around 961-97 with prices much 
lower reported from scattered areas. 
The only thing that will make a dif- 
ference here is an increase in rate 
which, at year-end, many profess to 
see in the offing, and these include 
some of the most competent students 
in the mortgage business. If it comes, 
an increase to 42 per cent to get the 
GI home loan program rolling again. 

How blind can you get? asked one. 


Why, in the face of an increase in the 
cost of every other type of borrowing, 


does the VA stand stubbornly against 
an increase in rate? Why can’t the 
VA face the economic facts of life 
and do what congress has empowered 
it to do—make an effective rate pos- 
sible so veterans can get the benefits 
to which they are entitled. It’s the big 
question mark for 1953. Will the 
changed political atmosphere make a 
difference? The crystal balls aren’t 
so clear on that point but there seems 
every possibility that it might. 

>> FHA LOANS: There’s a market 
for FHAs but it’s not the market 
which ought to exist and the inade- 
quate rate is the reason. The market 
is, generally speaking, around par. A 
234 per cent rate on the debentures 
is coming but it requires legislation. 
But a rate increase is something else 
again. Many profess to see a 44 per 
cent rate ahead. 

>> CONVENTIONALS: Institutional 
investors say—as it seems they always 
say—that the 1953 mortgage market 
will be highly “selective.” Good con- 
ventional loans will be in great de- 
mand, more so than a year ago. Rates 
are tightening. The conventional loan 
is back at the top of the heap, resum- 
ing the traditional place it held for 
so long in the mortgage business. 


>> HOME BUILDING: 
another good year. In 1952, home 
building was roughly $11 billion, 
about the same as in 1951 but not up 
to 1950’s record breaker of $121 bil- 
lion. A guesstimate for 1953 would 
how much? A quarter of one per 
cent will not do the job, say many. 
Others disagree, say that it will. But 
most of those THE MortcaGE BANKER 
consulted think not. It’s going to take 
be about $1034 billion. The dollar 
volume for all construction in 1953 is 
going to equal booming 1952’s vol- 
ume. Dollar-wise, look for non-resi- 
dential, up 8 per cent; residential 
building, down 11 per cent; total 


Look for 


building, down 2 per cent; public 
works and utilities, up 8 per cent. 

We’ll see more churches, schools, 
recreational buildings in 1953 but 
somewhat fewer single family dwell- 
ings. One reason: formation of fami- 
lies is declining. Public construction is 
headed for another good year. Same 
for military, naval and highway con- 
struction. 


>> PUBLIC HOUSING: It’s facing 
a dim future. Some people are saying 
out loud that public housing is dead. 
It’s faced tougher and tougher going 
these past few years; and the new 
congress just elected isn’t likely to be 
more sympathetic to public housing 
than its predecessors have been—in 
fact, just the reverse is true. 

In 1949 Congress authorized the 
Public Housing Administration to 
build 810,000 rental housing units 
over a six-year period, both apart- 
ments and houses but that program 
has never been on schedule. 

Under the 1949 act, the Govern- 
ment was supposed to be allowed to 
build 135,000 units a year for six 
years. In 1950, President Truman, 
because of the Korean war and the 
resultant shortage of building mate- 
rials and inflationary pressures, ad- 
vised P.H.A. to build only 75,000 
units. In the fiscal year which ended 
last June, Congress cut the number 
of units to be built to 50,000. In the 
current fiscal year, which ends next 
June 30, Congress told the P.H.A. it 
could put up only 35,000 units—a 
ceiling which must stand unless Con- 
gress should change it. The new Con- 
gress, meeting in January, must de- 
cide what, if anything, to permit in 
the twelve months beginning next 
July 1. 

To date, only about 53,000 rental 
units have been completed under 
provisions of the 1949 act and another 
98,000 are under construction. 
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>> WHAT THEY SAY: 


men have a lot on their minds, these 


Mortgage 


days. Querying them about the out- 
look for 
whole range of views about this, that 
the 


the new year, we also got a 


and other thing. For instance, 


mortgage men want to see FHA di- 
vorced from HHFA and permit it to 
function again as a wholly independ- 
ent insuring agency like the FDIC 
VA and FHA processing ought to be 
combined, is another suggestion. 


Doubtful If a Quarter Raise in VA Interest 
Rate Would Add Much Stimulus to the Market 


By A. M. 


BURKE 


Manager, Mortgage Loan Dept., Occidental Life Insurance Company of California 


THE West there is 


O a evidence 


Coast, 


that any radical 


change can be expected mortgage 
loan-wise, at least for the early 
months of 1953. Prime conventional 


and should continue 


sought by 


loans are now 


to be eagerly investors. 


Owner-occupied, single residence loans 


should have first call with loans on 
multiple units running a close second. 
Commercial and industrial loans 


should tend to be more conservative, 
with added emphasis being placed on 
and type of 
Che interest rate and terms 


location, management 
property. 
should be somewhat more exacting 
than in the past. 

Principally because of rate, coupled 
with a tendency to require more than 
the minimum invested equity, FHA 
loans thin with 
siderable backlog at and slightly below 
Little 


institutional 


face a market, con- 


par. interest is evidenced in 
commitments for six to 
take-out 


basis. 


even 
the 
will 


money, 
Much of 


paper 


eight months’ 


on a discount 
and guaranteed 


to come into the hands of 


insured 

continue 
secondary investors; and as servicing 
is not sound at less than 2 per cent, 
office 
Such a rate, as 


the net before home costs is 


4 or 3% per cent. 
riskless as we hope it may prove to be, 
the 


growing demand for select corporate 


cannot face competition from 
loans and top-grade securities that are 
offering a net in excess of 4 per cent. 


Che individual VA loan is generally 


non-operative, except as a matter of 
accommodation. Here, again, there 
are a number of blocks of loans that 
were not eligible for sale to FNMA 
that are being shopped. These fac- 
tors, together with the unrealistic cur- 
rent interest rate, discourage 
much activity until the agitation for 
There is 
increase 


will 


rates subsides. 

considerable doubt that an 
of 4 per cent alone would add much 
stimulus to the market. It is my opin- 
ion that while this might do the job 
in some locations, a 4% per cent 
maximum rate in many areas appears 


increased 


to be necessary. 

Regardless of rate, more emphasis 
will be placed on selection of this type 
Investors will require in- 
above the 
minimum the VA 
regulations and will insist upon greater 
selectivity as to the location, type of 


of loan. 


creased invested equity 


provided under 


home and the demand for such hous- 
ing in the area. 

Except for prime conventional 
loans, there is every indication that 
the mortgage market will continue to 
be highly selective established 
mortgage banking institutions finding 
means and outlets to forge ahead. 
Undoubtedly there will be a tendency 


with 


investments to 
originators and that have 
proven ability and outstanding serv- 
icing facilities which have established 
record of delinquency ratio. 


to allocate mortgage 


servicers 


a low 


Outlook Is for Restoration of Conventional 
Loan to Its Former High Place in Lending 


By E. 


A. CAMP, JR. 


Vice President, Liberty National Life Insurance Company 


make a positive 


T IS difficult to 
statement on the outlook for mort- 
gages in 1953 since there are so many 


factors which can and do exert a 


direct influence on the mortgage mar- 
ket. Our economic system has always 
been of a most sensitive nature and 
is even more so under the controlled 
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type of economy which has existed in 
recent years and which continues to 
exist at this time. We are confronted 
with a change in national administra- 
tion which raises doubts as to govern- 
mental policies in the mortgage field. 
The outcome of the Korean conflict 
or other changes in our military es- 
tablishment will very definitely affect 
the tempo of our economy. There- 
fore, any predictions beyond a very 
short horizon must necessarily be 
coupled with a certain amount of 
speculation. 

The demand for life 
funds at the moment continues to be 
strong and outstanding commitments 
of life insurance companies are at a 
high level. Many are predicting a 
sharp decline in the demand for funds 
on the part of industrial companies 
though public utilities have a large 
expansion program planned for 1953. 
Many state and local expansion pro- 
grams were approved at the last 
election and the Public Housing Au- 
thority will continue to offer sizeable 
blocks of bonds. However, the chances 
seem to be that the total demand for 
funds for other than mortgages will 
be less in 1953 than in 1952. 

The major unknown factor is 
whether the federal government in 
1953 will refund any of its existing 
debt into long-term issues and whether 
it will raise some of its new money 
through the medium of long-term 
obligations. If the government should 
offer long-term bonds at an attractive 
rate of interest, the supply of mort- 
gage funds would thereby be reduced. 
In any event, government-guaranteed 
mortgages will not be held in great 
favor until interest rates are adjusted 
to a more competitive level. The 
market for GI loans in our territory, 
except for scattered individual loans 
where no servicing is involved, is 
practically non-existent. FHA loans 
with servicing are being made on a 
quota basis or when coupled with 
conventional loans bearing higher 
rates of interest. Investors are stress- 
ing conventional loans and govern- 
ment-guaranteed mortgages are being 
acquired only as a last resort. Unless 
appropriate changes are made to meet 
existing conditions, it is highly prob- 
able the conventional type loan will 
be restored to its former position of 
pre-eminence in the mortgage lending 


field. 


insurance 


It’s Going to Take More Favorable Rates for 
Investors to Allocate More FHA and VA Funds 


By HENRY H. EDMISTON 


Vice President, Kansas City Life Insurance Company 


HE year 1953 promises to produce 

another large volume of mortgage 
loans. Expanding defense expendi- 
tures and resultant high personal in- 
comes should sustain a volume of new 
housing little, if any, below 1952 de- 
spite the somewhat slower demand 
for both new and old homes that the 
heavy building of the past few years 
has produced. Business and industry 
also should be active in new construc- 
tion and we may expect a large de- 
mand mortgages 
and industrial properties in the com- 


for on commercial 
ing year. 

Under these conditions it is difficult 
to anticipate lower mortgage interest 
rates over the near term. The best 
available estimates indicate capital ex- 
penditures and working capital needs 
of business will remain at near record 
levels so that institutional 
such as insurance companies, pension 
funds and even mutual savings banks 
should continue to find substantial 
and satisfactory outlets for their 
money in corporate securities. More- 
over, institutional investors are enter- 
ing the year with large commitment 
accounts and with their government 
security holdings close to a practical 
minimum. Consequently, it will take 
more favorable rates on mortgages, 
particularly on FHA and GI loans, to 
encourage these investors to allocate 
of their available funds for 
mortgage investments. The “resur- 
gence” of low rate long-term mort- 
gage money which those connected 
with the federal housing agencies have 
so confidently predicted for nearly 
two years still appears based more on 
hopes than on realities. 


investors 


more 


The new Administration should be 
able to take a more realistic view of 
the mortgage market and introduce a 
rate structure on government insured 
and guaranteed loans to permit vet- 
erans and others again to enjoy the 
advantages of these without 
paying-the costs that have been neces- 
sary to produce sufficient discounts to 
sell the loans. Even so, this limited 
and _ perhaps discount 
market has depended heavily upon 
the secondary market provided by 
FNMA. It is important for the mort- 


loans 


questionable 












gage banking fraternity to assist in 
presenting the facts of the situation to 
the new Administration in order to 
serve the best interests of the veteran 
and other borrowers. 


1953 Fair to Good Year 


By J. TRUMAN STRENG 
Vice President, Massachusetts 
Mutual Life Insurance Co. 

The year 1953 will fair to 
good year in the mortgage business. 
Rates will firm with indications 
that any change will be upward. 
There will be a sufficient amount of 
money available in the country for 
all types of lending, but the interest 
return available will dictate to the 
lender the type of investment that 
the available funds will be channeled 
to and this in turn will be the influ- 
encing factor the amount of 
money that will be made available for 
first mortgage loans. 


be a 


be 


for 


SINGLE DEBIT AND _} GOODIDEA, Boss! 
SINGLE CREDIT ARE < | KNOW OF SEVERAL 
NATURALS! LET'S TAKE /WHO WOULD LIKE 

THEM UP WITH OUR / SINGLE DEBIT, BUT 
HESITATE TO ASK US 
TO DO MORE WORK 












WHY BANKERS CET GRAY... by E20%0w- 












Interest rates have been creeping 
upward on short term prime commer- 
cial paper, utility bonds and deben- 
tures to a point where there no 
longer exists a sufficient additional net 
return on first mortgage investments 
to compensate for the difference in 
liquidity between mortgages and other 
types of securities previously men- 
tioned. 

It must be remembered in analyz- 
ing this previous statement that it 
costs the lender more money to ac- 
quire and service a mortgage loan 
portfolio than it does a security port- 
folio. It must likewise be remembered 
that a security investment can be 
liquidated on the open market at 
almost any time and many times at 
a profit whereas a first mortgage 
loan cannot. Hence there is every 
indication that a lower percentage of 
available funds will be made avail- 
able for mortgage investments unless 
interest rates increase and stay in line 
with the interest return on other types 
of securities. From our viewpoint, if 
first mortgage interest rates go up 
there will be more money available 
for this type of investment; but if 
they don’t, there won’t be. 






SINGLE DEBIT- HUH! ¥ 















LET THEM ASK USFORIT.{ guT..... 
WHY SHOULD WE DO ANY- Y) 


GAH AWHIAG 
J@ABTROM 


THING? LET SOMEONE 
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mM WO SCHOOLS OF 
THOUGHT- 
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WHICH SCHOOL 
SINGLE CREDIT and SINGLE DEBIT are tried and proven 
beyond ail doubt. Forward thinkers realize that the 
market for mortgages will strengthen if investors’ 
costs can be reduced. SINGLE DEBIT is a sales tool. 
Use it to best advantage by telling your investors 
about it. If you can’t get higher interest rates, at least 
you can strive for higher net yield. 


YOR 


P.O 


Publishers of 
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TABULATING SERVICE 


10> Ga TE 


DO YOU BELONG T0? 


Complete procedures with suggested forms for both 
SINGLE DEBIT and SINGLE CREDIT Systems are availabie 
upon request at the nominal price of $1 each. 


Write today for your free copy of our bookiet, “‘A Rev- 
olution in Mortgage Accounting,’’ which briefly de- 
scribes the fundamentals of both systems. 


INCORPORATED 


YORK, PENNSYLVANIA 
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From Fort Worth: Outlook Is for Same Number 
of Housing Starts in 1953 as for Year 1952 


By J. E. FOSTER, JR. 


President, J. E. Foster & Son, Inc., Fort Worth 


substantial 


[' APPEARS that the 

volume of home construction which 
Texas has enjoyed the past several 
years will continue unabated well into 
1953 builders are 


Contractors and 


now completing plans for the coming 


year which will result in housing 
starts equal to or even exceeding 
those of the current year 


These plans are not confined to any 
one type or size of house, but includes 
all sizes from the small four-room frame 
up to the so-called luxury house. Few 
of the latter, however, are being built 
by speculative builders, but are being 
constructed on a contract basis for 
owner occupants 

Chere is no particular change in 
the plan of financing over the past 
year except the absence of GI financ- 
ing. The large type houses are being 
loans on a 


financed by conventional 


fifteen to twenty year term on rates 
varying tH to 5 per cent, 
whereas practically all of the smaller 
are built under FHA Title II, with 
the GI loan very much in the minority. 


trom 


There is some concern on the part 
of builders of smaller houses as to the 
the 
market 
This is 


financing due to 
tightness of the FHA 
and the scarcity of VA loans. 
particularly true on the large projects 
where ultimate completion is over a 
long period of time. 
bankers 


adequacy of 
loan 


comparatively 
The inability of 
to give firm commitments on a project 
basis for FHA loans to be delivered 
beyond six months will, no doubt, be 
a deterring factor in the number of 
This condition would 


mortgage 


housing starts. 
certainly be eliminated if an adjust- 
ment in the interest rates on both 
FHA and GI loans were made. 


From Jacksonville: Big IF in Mortgage Field 
in 1953 Will Be Increased Rates for FHA-VA 


By JOHN A. GILLILAND 


Vice President, Knight, Orr & Company, Jacksonville, Florida 


HE big :/ in mortgage lending in 
this area for 1953 is what happens 


to FHA and VA interest rates. /f 
FHA and VA rates are increased so 
as to be attractive to institutional 


investors, we should have an excellent 
year. If the pre- 
will have a fair year. In this 
many throughout the 


depend on FHA 


present conditions 
vail, we 
locality, as in 


United States, we 


and VA financing for the big percent- 
age of our new construction financing. 
Because of the curtailment of resi- 
dential building in 1952 and the tre- 
mendous growth that Florida is expe- 
riencing, there is a firm demand for 
new We find that the 
demand far exceeds the supply. 
There is no shortage of building 
materials or skilled labor in this sec- 


construction. 


oo 
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tion. Builders are anxious to 
start into large scale production, but 
are hesitant to do so because of the 
lack of adequate permanent mortgage 
financing. At the present time, homes 
in the price range of $5,000 to $7,000 
and the $10,000 to $15,000 classifica- 
tion demand. 
There has been a considerable amount 
of speculative building in the $18,000 
to $25,000 classification. Since the 
exit of Regulation X, there has been 
a considerable volume of contract 
building in the $25,000 and up clas- 
sification. 


very 


seem to be more in 


The key to the success of 1953 is 
if and when the FHA and VA raise 
their interest rates. 


More Realistic Day Seen 
By CARTON S. STALLARD 


Vice President, Jersey 
Mortgage Company, Elizabeth, N. J. 


T IS always difficult to guess the 

future of any business, or even to 
appraise the present, particularly when 
we are living in an economy that is 
so Closely allied to governmental pa- 
ternalism, and even more difficult 
this year because there probably will 
be some change in policy at the fed- 
eral level. We are also being told 
that the supply of housing units is 
catching up with the demand, at 
least the degree of demand to which 
we have been accustomed during the 
last five to 


—— 


FOR SALE 
Seven Burroughs typewriter 
accounting machines, all Series 
78, various ages, various prices. 
All were in constant daily usage 
| until June 1952 when accounting 


seven years. 














system was converted to I.B.M. 

These machines prepare both 
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remittance report for principals. 
| Ideal bargain for servicer with 
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conversion from hand _ posting. 
Will sell all or any part. Will 
I} send samples of work accom- 
plished and provide full particu- 
lars upon request. 
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Therefore, we who are trying to 
work out budgets and calculations 
for 1953 are faced with what would 
appear to be for the first time, an 
inadequate supply of mortgage loans, 
and, in the offing, an ample supply of 
mortgage money. The projects on the 
planning boards of the builders are 
certainly much fewer than they were at 
this time last year: and if the large 
mortgage originator desires to main- 
tain a volume, it have more 
builders with smaller developments, as 
the day of the large operations run- 
ning from several hundred to several 


must 


thousand units appears to be nearing 
its end, particularly in the northeast- 
ern part of the United States. 

I can conclude only that the port- 
folio buyer will be seeking a place to 
before the end of 


invest its money 


1953, and that the mortgage orig- 
inator will have to use all of its 
resources and aggressiveness to secure 
an ample supply of mortgages to 
the demand. Of course, this 
does not that a 
demand for 4 and 4% per cent mort- 
gages will be overwhelming, unless 


meet 


necessarily mean 


there is a considerable drop in cor- 
porate financing with the waning of 
the defense program. It is my opinion 
that an interest rate increase should 
be permitted, but with the factors as 
set forth above being felt, it may 
come slowly. 

A great opportunity lies ahead for 
the Republican administration 


to place the housing and mortgage 


new 


business on a more realistic basis than 


it has been for the past few years. 


From Dallas: Adequate Supply of Mortgage 
Money Except for FHA and VA Loans Seen 


By J. W. JONES 


Jones-West Mortgage Company, Dallas 


ALLAS is one of the bright spots 

from the standpoint of develop- 
ment and increase in population since 
World War II. To a large extent 
we have been suffi- 
cient mortgage area, 
even when other areas were suffering. 
This is especially true for mortgage 
] The 


loans. 
for prime conventional 


secure 
this 


able to 
money in 


money for conventional 
going rate 
residential loans in this area is 4% 
per cent at the present time. There 
is no difficulty in securing 20 year 
amortization, and on the newer prop- 
erties loans up to 66-2/3 per cent 
are prevalent. 

In the FHA field, money has been 
somewhat tighter; however, there is 
considerable money in the cities in 
this area at par for good FHA loans. 
In the smaller towns there is more 
difficulty in securing outlets, and very 
frequently FHA loans go at 99 or 
slightly less. VA 
very slow in the entire area. A con- 
siderable number have sold at 97 and 
971%, and as low as 9414 in some of 
the smaller cities. In Dallas a con- 
siderable number of VA loans have 
been sold around 98, with 
slightly higher and some slightly lower. 


loans have been 


some 


On prime loans covering commer- 
cial properties and outstanding in- 


dustrial properties, the going rate has 
been 44% to 44% per cent in recent 
months. 

During the past five years there 
have been constructed in Dallas some 
9,000 to 10,000 houses each year, and 
for the year 1952 it appears that 
approximately 9,000 residences will 
be built. The growth of the city is 
such that a program of around 8,000 
to 9,000 new houses can be absorbed 
during each of the next few years. 
The greater portion of these houses 
of course will be in the lower brackets. 
The city has had a large number of 


houses in all brackets constructed; 
however, apparently there is still some 
demand in each price field. At the 
present time it appears that approxi- 
mately 8,000 to 9,000 new residences 
will be constructed in the coming 
year. Because of the many insurance 
companies that are entering this area 
in the mortgage loan field, there is 
reason to believe there will be an 
adequate supply of money, except for 
GI loans, and in some instances FHA 


loans. 


1953 to Be a Good Year 


By LEONARD DOWNIE 


President, Mortgage 


Finance Corp., Seattle 


INETEEN FIFTY-THREE will 
+ ‘undoubtedly be a good building 
year, but it will not exceed 1952. The 
market is definitely sluggish right 
now, which is seasonal and 
pated, but it has not picked up since 
the election as so many people had 
Seattle has enjoyed and 
an increasing 


antici- 


predicted. 
will continue to 
population and our visitors, including 
the boys in the armed forces passing 
through our port, are returning as 


have 


permanent residents. 


Rental homes are unheard of and 
our apartments are full. Rent control 
was taken off in October and al- 
though there have been a few rent 
increases neither the owner of the 
apartments nor the market itself will 
stand very much increase or change. 
The new apartments have been well 
absorbed but additional units will 
be built with caution. Duplexes and 
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small rental units are on the increase, 
however, indicating a continued de- 
mand for rental income units, but the 
investor has less cash to pay down and 
consequently is satisfied with a two, 


three or four unit property 


Our vacant lots have been so com- 
pletely utilized and all close-in land 
so fully developed that our next sub- 
out in the 
Che 


terminology, 


division projects must go 


country for expansion “coun- 
try,” in Seattle 
only 20 minutes from downtown, but 
it will take a major development and 


a change of attitude on the part of 


means 


the buying public, or a definite scar- 


city of dwelling units to undertake 


such a project of any size. Our large 
scale developers have temporarily 


“holed up” until financing is available 


Our government-insured and guar- 
anteed mortgages have been so hard 
to market that large developers have 
found it inadvisable to speculate on 
great number of homes at one 
Unless the 


there is a 


any 
interest rate is in- 


Ww holly 


time 
creased or unexX- 
pected turn of events in the money 
market, I do not FHA 
VA available for 
speculative 
amount and the builder cannot afford 
to take 
as is being done in other parts of the 


expect and 
mortgages to be 
any 


housing in great 


a discount on his new paper, 


country 


Che really bright spot in our build- 
ing and mortgage picture is the sin- 
cere desire and interest on the part of 
owner occupants to have a home built 
either on our plans or their own 


Many 


have asked us to finance a 5 per cent 


“dream house.” more owners 


conventional mortgage program dur- 


ing the past 60 days than we had 


anticipated 


Consequently, we are now financing 
for owners almost as many houses as 


Chere 


we are for speculative builders 


is a similar demand on the part of 


commercial and small industrial users 
as Owner occupants who are interested 
in building or leasing quarters for 
This is a 
able to 


their expanded operations 


healthy sign and we are 
finance such ventures with 5 per cent 


money over a period of 10 years 


In general, our market looks good, 
looks tight, 


cent 


our government money 
with ample conventional 5 per 
funds on a 15 or 20 year basis avail- 


abl 


for all sound construction 


From Louisville: Ample Funds Are Available 
for Most Types of Loans; VAs from 99 to 96 


By L. A. MeLEAN 


President, Southern Trust Company, Louisville 


saver is one of the fastest 
growing cities in the U. S. with 
many great plants in process of con- 
struction and workers being imported 
to supplement the available labor 
supply. During the past 10 months, 
the Planning and Zoning Commission 
has approved new subdivisions con- 
taining 4,700 lots and is now process- 
ing developments containing 3,500 
Unimproved lots available Jan- 
1, 1952. were absorbed by build- 


lots 
uary 
ers by Spring. 

Ample funds are available for con- 
struction loans and for permanent 


FHA 203 and 


FHA loans are being sold to investors 


conventional loans. 


at par with conventionals yielding 
better than 4% per cent interest 
commanding premiums. GI loans are 
scarce, being offered only in limited 
numbers in connection with develop- 
ment projects. The market for GI 
loans varies from 99 down to 96, 
depending upon servicer and quality 
of loans. Many inquiries for Louisville 
mortgages are being received by mort- 
gage lending institutions. Most of the 
leading life companies are buying 
Louisville mortgages through their cor- 
respondents. The chief problem will 
be to time properly the slowing up of 
construction when supply and 
balance. 


new 
demand are in 


From New Orleans: New Administration Will 
Exert Important Influence in Our Industry 
By C. A. LEGENDRE 


President, Standard Mortgage Corp., New Orleans 


HE flow of industrialization into 

the South, particularly this (New 
Orleans) section, will unquestionably 
continue for many years to come. In 
1953, and probably continuing during 
1954 and 1955, we will undoubtedly 
see the establishment of and 
more industrial projects in the land of 
less congestion, more available labor 
and more state and local inducements 


more 


for industrialists. 

With this 
industrialization will come a greater 
demand for housing, particularly at 
three levels, namely: for the common 
skilled artisan and the 
junior administrative group. 


inevitable increase in 


laborer, the 


With this spread of industrializa- 
tion, our cities and towns will under- 
take 


ample, the union terminal 


improvements, for ex- 
project, 
which 


public 
including railroad 
is being vigorously prosecuted in my 
own city, (New Orleans) ; the widen- 
ing of public streets; and the many 
apparent in 


overpasses, 


other projects that are 
every buzzing Southern city. 

[hese projects invariably require 
the use of private property which in 
turn requires the building of replace- 


ment units. 
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The scene, therefore, is set for at 
least the continuation and probably 
the expansion of building activities 
in our area. The realization of pros- 
pects will, of course, be greatly con- 
trolled by three important factors: 
2»? The ability of builders to offer 
modernly designed, solidly 
structed, reasonably priced and attrac- 
tive living units. 


con- 


>> The availability of funds at 
reasonable interest with feasible amor- 
tization plans. 
>> Either the complete elimination 
or the stabilization and standardiza- 
tion of governmental controls. 
Prospective home owners are un- 
doubtedly becoming more discriminat- 
ing. The old, conventional box type 
or shotgun structure is obsolete. Those 
builders who have realized that each 
home owner is seeking individuality 
of design with architectural charm 
have found easier and more profit- 
able sales. I predict, therefore, that 
1953 will find a greater development 
of architectural design in the building 
of new housing units than we have 
seen in any previous period; that air 
conditioning facilities will become a 


must, particularly in the deep South; 
and that single dwellings, rather than 
multiple units, will enjoy the best 
market. 

The interest rate has played, and 
will continue to play, an important 
factor in drawing into the building 
industry a sufficient amount of ready 
capital to finance new units. The 
present VA and FHA rates are not 
sufficient to attract maximum avail- 
able resources into the building in- 
dustry. An increase in interest rates 
seems to be strongly indicated. 

Controls have, undoubtedly, played 
some part in slowing down the tempo 
of building activities. I see no present 
justification for the continued imposi- 
tion of controls; but whether or not 
controls are continued, they should 
definitely be standardized and 
bilized. The ever changing regula- 
tions unquestionably have contributed 
to the increase in the cost of building, 


sta- 


as well as in the financing of living 
units. The mere standardizing and 
stabilizing of controls would in them- 
selves contribute no little to the re- 
duction in all around costs. 

In retrospect, I can say with all 
sincerity that during the past decade 
mortgage brokers have demonstrated 
their economic usefulness. It is hardly 
conceivable that the tremendous vol- 
ume of funds that has flowed into the 
financing of private building projects 
would have been possible without the 
services rendered by mortgage brokers 
all over the United States. With a 
new governmental! administration 
which emphasizes private endeavor, 
(as contrasted with more and more 
public enterprise), it becomes the ap- 
parent obligation of all of us—build- 
ers, mortgage brokers and mortgage 
lenders—to do everything within our 
power to demonstrate during the next 
four years that private industry is the 
key to the American way of life. 


From Chicago: Outlook for Loans Hinges on 
More Realistic Rates for FHA’s and VA’s 


By HOWARD E. GREENE 


President, Great Lakes Mortgage Corporation, Chicago 


HICAGO, in the post-war period, 

has not had, relatively speaking, 
the tremendous volume of residential 
construction that many other districts 
have had. Therefore, there would 
seem to be a possible market for con- 
tinuation of the 1952 volume. Our 
very wide diversification of employ- 
ment and increase of industrial activ- 
ity should without question support 
such a market. 

The market would be further stim- 
ulated if the FHA and VA governing 
bodies would take a 
view of the interest 


realistic 
situation. 


more 
rate 


Doubtless, availability of funds for 
these insured and guaranteed mort- 
gages would be greatly increased if 
the interest rates were raised to make 
the yield more competitive so far as 
insurance company and savings bank 
investors are concerned. 


The savings and loan associations 
have furnished a substantial portion 
of the financing of new construction 
and sales in the past year and no 
doubt will continue to do so, but at 
higher interest rates than the FHA 
and VA loans now provide. 


From Seattle: Conventional Loans Seem to 
Have Levelled and Will Hold at This Point 


By IRVING S. SMITH 


Executive Vice President, Continental, Inc., Seattle 


ARRING worsening of the war 

the prospect of continuing high 
payrolls should keep construction and 
mortgage activity at nearly the same 
level as 1952, possibly a 10 per cent 
decline, but still a good level. Chief 
demand for new homes will probably 
be in the $10,000 to $12,500 class but 
with an increasing trend toward 
larger homes as required by family 


expansion. This need for more living 
area should help to support the mar- 
ket for properly-priced older homes. 
Speculative builders are likely to find 
increasing competition and narrower 
margins; should be a stronger demand 
for homes built to individual require- 
ments. 

Conventional interest rates appear 
to have levelled off and will likely 


hold at this point. VA guaranteed 
loans have pretty established 
themselves as discount financing at 
the present unrealistic 4 per cent 
rate, and the volume will probably 
hold to the current reduced ratio. 
FHA loans will continue to decline 
in attractiveness and lose their rela- 
tive position unless the interest rate 
is raised or unless debentures are 
liberalized and more realistic fore- 
closure costs recognized. 


well 


Optimistic Texas View 
By J. C. ANSLEY 


Vice President, D. Ansley 
Company, Inc., San Antonio 


LTHOUGH the VA market is 
restricted because of the low 
rate, it appears that there is going 
to be a larger volume of commercial 
and industrial loans in this area to 
take care of the normal expansion of 
business. Regulation X greatly re- 
stricted such expansion this year. 
Nearly all businesses that are growing, 
banks included, are having difficulty 
keeping their capital structure in pace 
with their increased operations. This, 
of course, is due largely to exorbitant 
taxes. For this reason and also be- 
cause in some cases a long term debt 
is advantageous taxwise, a large per 
cent of commercial and _ industrial 
building here will be financed through 
mortgages. 

In San Antonio residences of the 
$15,000 class and under, seem to be 
selling before they are completed and 
builders of this type of house are 
optimistic about everything except 
where they are going to sell their VA 
loans. Higher priced houses have not 
been selling as fast but in my opinion 
many of them have been overpriced. 

Construction costs here on general 
contracts are lower than a year ago. 
This is not due to a lower wage scale 
or to cheaper materials but because 
subcontractors are taking less profit 
and general contractors are competing 
more keenly. From a loan standpoint 
this is a healthy situation as it makes 
it easier for the appraiser to deter- 
mine a more sound value of property. 
I believe that this competition will 
prevail throughout 1953 and _ that 
there will be a substantial volume of 
residential construction. 


THE MORTGAGE BANKER « January 1953 29 











Divorce FHA from HHFA and Permit It to Act 
Independently Is Greatly to Be Desired Now 


By GEORGE C, JOHNSON 
President, The Dime Savings Bank of Brooklyn 


home 
level 


6 be year 1953 should see 
building continuing at a 
equal to or slightly above 1952 in our 
area, and the price pattern of pre- 
hold unit 
volume being one-family homes under 
$12,000, then $12,000 to $20,000, 
with relatively few in the $20,000 to 
$40,000 range. Comparatively little 


multi-family building is expected. 


vious years will largest 


Interest rates probably will remain 
here is 
There is 


since mortgage money 


demand. 


firm, 
in balance with 
enough for all anticipated needs. 
Hence, interest rates will not decline 
because of an excess money supply, 
nor increase because of a shortage of 
mortgage funds. 

On Long Island, where our institu- 
tion operates chiefly, veterans will 
continue to obtain adequate financing 
at 4 per cent. This is one area where 
funds for GI loans have been avail- 


able. In most other sections of the 


country, however, GI loans were and 
are unattractive because the VA has 
taken an unrealistic view of the need 
for higher interest rates. More flexi- 
bility in these rates would be highly 
desirable. It also would be wise to 
completely divorce the FHA from the 
HHFA and permit the FHA to act 
as a fully independent insurance 
agency, on the order of the FDIC. 
An increased use of open-end mort- 
gages 1953. This 
should be FHA loans. 
Our bank has been writing open-end 
clauses Into our mortgage instruments 


may be seen in 


extended to 


for more than two years. 

Year-around air conditioning will 
be the year’s most important advance 
take 


manufac- 


in home convenience and may 


hold that 


turers of air cooling equipment have 


in volume, now 


gone into production of reasonably- 
priced units that will fit in with many 
heating systems. 


From Philadelphia: Starts Will Continue Firm; 
VA and FHA Processing Should Be Consolidated 


By DAVID T. SAVAGE 


Vice President, Eastern Mortgage Service Co., Philadelphia 


OMEBUILDING starts and sales 
in Philadelphia for 1953 will 
continue on a firm basis, as the con- 
influx of population in the 
River Valley 


ready market for new housing. 


tinued 
assures a 
Vol- 
ume during 1953 will probably fall 
slightly short of 1952, and the major- 
ity of the new housing units will be 
$10,000 to $15,000 
Chere will be a curtailment 


Delaware 


in the price 
bracket. 
of housing starts in the higher priced 
brackets because of the higher equity 
Financ- 
per cent 


required by the homebuyers 
ing will be principally 44 
conventional money and 4% per cent 


FHA money. These funds should 
continue in good supply 

However, the volume of housing 
starts will be directly related to the 


availability of VA funds. At present, 
the lack of VA funds, combined with 
an ever increasing amount of proc- 
essing detail as required by FHA and 
VA, appears to be driving 
builders out of the insured mortgage 


some 


programs and into conventional type 


financing. We note that there has 


been an increase in the use of second 
mortgages taken back by builders on 
a 6 per cent, 10-year, self-amortizing 
basis. We firmly believe that a con- 
centrated effort should be made to 
consolidate VA and FHA processing 


agencies. 


Outlook from Cleveland 


By JAY F. ZOOK 
Jay F. Zook, Inc., Cleveland 


LEVELAND is in the midst of a 

500 million dollar industrial ex- 
pansion program, started approxi- 
mately two years ago and now about 
50 per cent completed. In Metropoli- 
tan Cleveland employment reached a 
new peak of 650,000 in October, 1952. 


The entire Northeastern Ohio area 
is sharing in this tremendous indus- 
trial expansion which has amounted 
to 1% billion dollars for the area 
since VJ Day. In 1951, when home 
building nationally decreased by 22 
per cent, completions in the Cleveland 
Northeastern Ohio area increased by 
4 per cent. 

The Metropolitan Cleveland area 
covers all of Cuyahoga County. In 
1951 there were 11,000 new dwelling 
units completed in Cuyahoga County. 
In 1952 about 10,500 dwelling units 
7,500 of which were single houses) 
were completed. We will need about 
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10,000 new dwelling units in 1953, 
and we believe they will all be con- 
structed. 


Many apartment buildings and a 
few large shopping centers were com- 
pleted in 1952, and we would expect 
this situation to continue through 
1953. 


The velocity of single house sales 
has slowed recently in the Cleveland 
area as it has nationwide, but the con- 
dition here is neither severe or alarm- 
ing. The need for single houses in all 
classes below $20,000 and particularly 
below $15,000 still exists. The down 
payment requirements seem to be the 
only factor that limits sales. 


The going interest rate in Cleve- 
land on prime 60 -66-2/3 per cent 
conventional home loans remains un- 
changed at 4 per cent. Building and 


loan companies are making 75 per 
cent loans at 5 per cent interest. 

Correspondents are finding a ready 
market for 4% per cent conventional 
loans at about par to 101. The mar- 
ket on 4% per cent FHAs is less buoy- 
ant at about 98 to par. Such few VA 
loans as are being originated (mostly 
on old commitments) find a reluctant 
market at 96 to 97'/. 

We believe that an increase in the 
interest both insured and 
guaranteed mortgages to 4/2 per cent 
with reduced down payment require- 
ments would bring a par market on 
such loans, would put more housing 
within reach of deserving purchasers, 
and finally, would actually reduce the 
cost of dwelling units for as we all 
know, mortgage discounts paid by the 
builder must inevitably be added to 
the cost of the dwelling units. 


rate on 


Keep House in Order and Servicing on Sound 
Basis and You'll Have Profitable 1953 Year 


By M. J. MITTENTHAL 
N. E. Mittenthal & Son, Dallas 


INCE there has been a tremendous 

decline in the backlog of 
tors’ commitments outstanding (which 
appears to be even lower than was in 
the past considered normal) there is 
every reason to expect that in our 
area money will be available for our 
needs. I see no further decline in 
rates. We are particularly fortunate 
in Texas that our population is grow- 
ing so rapidly and industry expand- 
ing, for these are bringing a constant 
stream of new buyers for homes. This 
has likewise brought new lenders to 
our field and money is apparently 
available for desirable loans in ample 
quantity. Bidding for loans has be- 
come much more competitive so that 
as we enter the new year there ap- 
pears to be no shortage of money for 
either conventional or FHA 
VA loans are no factor in the market 
interest rates. Best loans 
are commanding a 4! per cent rate 
for 15, 17, or 20 years while there is 
an abundance of money available at 
a 5 per cent rate. 


inves- 


loans. 


because of 


There is no reason to believe that 
trends in the mortgage business will 
differ from those of the economy as a 
whole. We can assume that with full 
employment and general financial 
well-being there will continue to be a 


good demand for homes unless there 
is some radical change in business 
conditions; however, and the 
higher cost of living make the accu- 
mulation of cash for down payments 
A number of peo- 


taxes 


a serious problem. 


Fears for FHA and VA 
Loans if No Rate Rise 


HE building program in this im- 

mediate area for 1953 shou!d be 
substantial. I do not believe that it 
will produce quite the volume that 
1952 did unless permanent mortgage 
financing becomes much easier. De- 
mand is still good, but the terms must 
be attractive. Two and three bed- 
room homes will predominate with 
emphasis on the three bedroom type. 
VA interest rates should be permitted 
to rise at least % of 1 per cent, and 
FHA rates in the same proportion 
Unless this is accomplished, I greatly 
fear that both types of loans will con- 
tinue their decline in this area. We 
need a type of mortgage loan pro- 
gram that will justify a permanent 
investor in making long term front 
end commitments.—R. G. Ho.tapay, 
president, Marx & Bensdorf, Inc., 
Memphis. 


ple progressing from one income 
group to another are selling older 
houses and are having to take second 
liens, thus also reducing cash avail- 
able from that source. This has not 
caused any great difficulty thus far, 
but should be a caution to the build- 
ing fraternity not to build more new 
homes than the country can absorb 
and thus bring about a condition 
which would be harmful to us all. 

If every mortgage banker will keep 
his house in order, see that his servic- 
ing is placed on a sound and profit- 
able basis, there is no reason to expect 
that we cannot have a profitable 1953 
business. 


Stiffening of Rates Is 
to Be Expected In 1953 


t bow mortgage pattern for 1953, 
as I see it, is one of gradually 
increasing rates, with terms about the 
same. There is a strong demand for 
money at the present time, and a 
gradual stiffening of rates will prob- 
ably develop. One of the important 
things needed at the present time is 
an increase in the interest rate of 
both GI and FHA loans. These rates 
are under the market at the present 
time and a more realistic approach 
is needed.—LinpEN L. D. Stark, vice 
president, The Anglo California Na- 
tonal Bank of San Francisco. 


Rates About Same with 
Keen Competition Seen 


HE volume of conventional mort- 

gage loans made during 1953 will 
run about the same as this year. There 
is a strong possibility of a tapering off 
in new residential construction, as 
well as commercial and other types. 
There doesn’t seem to be a shortage 
of money; however, I think the in- 
terest rates will stay about the same 
and competition remain keen for the 
loans that are available. Real estate 
values are extremely high and many 
companies are selecting loans a little 
more carefully than before, but there 
is every indication that business will 
remain good, which always stimulates 
the demand for loans.—Cnar.es E. 
WESTON, manager, mortgage loan 
department, Jefferson Standard Life 
Insurance Company, Greensboro, N.C. 
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Housing May Lose Its Political Prominence; 
New Year to See Strong Mortgage Demand 
By T. 5. BURNETT 


Financial Vice President, Pacific Mutual Life Insurance Company 


GENERALLY continued good 

business picture seems evident 
for the year. Certainly, politically we 
have a better business climate, with 
the promise of more able businessmen 
participating in government but as- 
surance that they won’t attempt to 
their benefit. The 
continuing business boom is a sober 


run it for own 
one, with the spirit of speculation 


lacking—a dominant factor in pre- 


vious booms. The crosscurrents com- 
posing business will continue in evi- 
dence, with competition forcing some 
continued price softening, generally 
as a healthy orderly 
stabilization particularly in view of 


regarded and 
the sharp increase in prices which fol- 
lowed Korea. The probability is that 
because of stretch out in defense ac- 
tivity, the probable peak in industrial 
expansion attained last year, decrease 
in the rate of family formation with 
construction of homes 
activities, there 
debt created during 


its effect on 


and related will be 
insufficient 


1953 to satisfy the demand for invest- 


new 


ment 
This 


leveling off of 


suggest a 
and 
heightened competition for mortgage 
While I believe mortgages will 
be in stronger demand, particularly 


would normally 


interest rates 


loans 


during the last two quarters of the 
year, I do not feel that the market 
will be sparked by any leveling off of 
interest rates. Too many other fac- 
tors are at work in the money market, 
including continued working capital 
demands of business, prospect of 
longer term government financing at, 
perhaps, even a 3 per cent rate, which 
would make government bonds much 
more attractive to savings institutions, 
pension funds and the insurance in- 
dustry, thereby absorbing substantial 
investment funds. We are also en- 
tering the automatic age and con- 
tinued expansion of electric utilities, 
electronics, electrical machinery and 
equipment and related industries will 
provide new demands for capital. 

Highlights for the mortgage picture 
for the year will probably be upward 
conversion of the VA and FHA inter- 
est rate to 42 per cent; housing legis- 
lation and the case for housing will, 
at least temporarily, lose its political 
prominence; a sounder dollar; with de- 
creasing construction activity, particu- 
larly from that segment making heavy 
demands on materials—lowering con- 
struction costs; a closer scrutiny of 
credit; and a stiffening on the part 
of lenders generally to making loans 
where secondary financing is present. 


VA’s Arbitrary Attitude Against Increase in 
Rate Has Done Great Disservice to Veterans 


By J. F. HEGESSY 
Miller & Viele, Salt Lake City 


UILDING prospects in this area 
appear to be quite favorable be- 
cause of the expected continued in- 
well be 


flux of industry which may 
accelerated by the scheduled con- 
struction of a multi-million dollar 


natural gas line, adding to the favor- 
able factors offered here for industrial 
expansion. 

Apart from that, it is generally 
expected that there would be a sub- 
stantial reduction in home construc- 
tion, particularly in speculative build- 


larger and more elaborate 
homes. If construction holds up, it 
will be largely in small 3-bedroom 
units, or 2 bedrooms with expansion 
facilities for a third. One feature 
which many of us may overlook is 
that the rotation system in our armed 
services may soon bring back into our 
midst a sizable group of young men, 
many of them undoubtedly ready and 
“settle down.” 


ing of 


eager to 
The trend is expected to continue 
in favor of conventional loans, with 
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lenders unenthusiastic for VA and 
only lukewarm toward FHA loans, 
because of the unrealistic interest 
rates. The holding of the VA interest 
rate at 4 per cent is doing a dis-serv- 
ice to the veteran, who is invariably 
bitter over being deprived of the priv- 
ilege of acquiring a home for his 
family, and perfectly willing to pay a 
somewhat higher rate. 

What is most needed now is an 
upward revision of interest rates on 
insured mortgages, and a strong sec- 
ondary market, in the opinion of most 
lenders. 


Favorable N. J. Outlook 


By ALEXANDER SUMMER 
President, Alexander Summer 
Mortgage Company 
Newark 


HEREAS many people in the 

business have expressed the view 
that substantially higher interest rates 
are necessary, I feel that, in this area 
at least, a rise of a quarter of one 
per cent on FHA loans would sta- 
bilize the market and a rise of a half 
of one per cent would put veterans’ 
loans in a favorable position. On 
FHA insured loans or conventional 
loans of all types we have no place- 
ment difficulty at interest rates of 
from 4 to 5 per cent, and the higher 
rates command premiums. 

Regarding financing, since we are 
within 25 minutes of the largest con- 
centration of money in the world, and 
New York banks favor applications 
on properties they know and can 
conveniently inspect, we in New Jer- 
sey are the beneficiaries. 

The outlook is bright for residen- 
tial, commercial and industrial con- 
struction in New Jersey. Eighteen 
northern and central Jersey counties 
are getting 15,428 new home and 
apartment dwelling units worth $193,- 
392,000, based on 9 months’ figures. 
The showing is impressive proof that 
home building will continue, assuring 
a heavy carry-over of building into 
1953. 

A postwar trend to decentralize 
manufacturing throughout the metro- 
politan New York area is noted. Five 
new Jersey counties—Union, Middle- 
sex, Bergen, Essex and Hudson— led 
in new construction with 1,135 plants 
of 2,658 total. 


Most Dangerous Thing Facing the Business Is 
Discount Practice —a Threat to Standards 
By LON WORTH CROW, JR. 


Vice President, Lon Worth Crow Company, Miami 


ITH the new year just around 

the corner, it is certainly time 
for all mortgage bankers to do some 
serious thinking about the future of 
our industry. Most of us agree and 
hope that the “boom period” has 
finally reached its peak and that a 
general leveling off is inevitable and 
desirable. And so it behooves mort- 
gage bankers everywhere to take time 
out and employ a little “cost ac- 
counting.” 


The most dangerous thing facing 
the industry as we go into the new 
year is the “discount practice.” Trad- 
ing dollars by selling FHA and VA 
loans at a discount, although perhaps 
in isolated cases, is not 
sound business and should be the 
exception and not the rule. Regard- 
less of the volume, servicing fees alone 


necessary 


can not pay the cost of properly serv- 
icing mortgages, pay the cost of origi- 
nation, and still leave a balance for 
reserves and profit. The present “re- 
purchase agreements” so widely used 
can only result in a moral decay in 
the standards of the entire mortgage 
banking industry. 

A more careful underwriting policy 
on new mortgages of all types must 
be undertaken. Relying entirely on 
FHA endorsement, VA guaranty o1 
increasing property values to protect 
the mortgagee is a sure road to un- 
profitable servicing accounts and un- 
happy investors. Are we going to 
place high mortgage standards above 
all, or are we going to revert to prac- 
tices which will bring disaster to some 
and discredit to all? I believe the 
year 1953 will reveal which road we 
have chosen. 


Conventional Loans Won't Take Care of All 
Future Demand Mortgage Lenders Will Have 


By HOMER C. BASTIAN 


President, The Fidelity Investment Company, Wichita 


er sAl. building activities 
have been at a very high level 
in Wichita for the past 5 years; and 
at the present time construction has 
caught up with demand, not in ex- 
cess, but in a healthy position. In 
1952, for Wichita area alone there 
have been approximately 6,000 hous- 
ing units built, and Topeka, Kansas, 
which is the third largest City in the 
State has built about a third of this 
amount. About a third of the total 
housing units built have been defense 
and/or critical housing. 

The investment market for 
has been quite insufficient for the 
past year with practically all the criti- 
cal housing being sold to FNMA. 
FHA 203 loans sold from par down 
to 99, and VA loans were a drug on 
the market. 


loans 


which would run from 95 to 97 per 
cent of par. 


The only buyers for 
veterans loans were discount buyers, 


The outlook for 1953, is for a nice 
steady volume of building, probably 
not as great as in 1952, but a great 
deal depends on the firmness of the 
mortgage investment market. Veteran 
loans are, at the moment, a great 
handicap to the veteran due to the 


fact that the discount obtainable for 
the loan has to be reflected in the 
builder’s cost. It is my opinion that 
the veteran pays more than he would 
have to pay if the interest rate were 
raised to a reasonable investment basis 
for the lender. A great number of 
mortgage companies will not take vet- 
eran loans because they feel that they 
do not care to camouflage the discount 
it would take to cover the cost. It 
is questionable in our minds whether 
the various methods used for dis- 
counting are legal. I believe that the 
mortgage business is a legitimate busi- 


ness and should not be put on a 
shyster basis. 
The veterans’ program has been 


and could be a very helpful and sound 
program if it were kept on the basis 
as originally started. At the start of 
the program the veteran had to have 
10 per cent of his own money in the 
deal, and there was a ready market 
for the loans. If the new administra- 
tion will take a realistic view toward 
advancing interest rates, the veterans’ 
loan program will serve the purpose 
for which it was intended. 


The future of the building business 
depends greatly on the business-like 
thinking of the government agencies 
relative to the control of interest rates. 
We have had the largest year in con- 
ventional loans that we have had in 
the past 10 years, but conventional 
loans will not take care of the volume 
of construction needed, because the 
average buyer needs a longer period 
of time and smaller down payment 
than is generally obtainable on a con- 
ventional loan. 


In any event we are quite optimis- 
tice of 1953 being a good year. 














INTEREST 





WANTED 


IN MORTGAGE 


Will buy all or part interest in established, sound mortgage firm, or 
will join where interest may be acquired over a period. 


BY 

mortgage loan man fully capable in origination, negotiation, ap- 
praising, closing and servicing of all types and sizes loans and in 
purchase-lease transactions, real estate and insurance. Age 44. Family. 
A.B. degree. Past eleven years with large insurance company with 
present salary in upper four figures and valid reasons for desiring 
change. Address Box 262, Mortgage Bankers Association of 
America, 111 West Washington St., Chicago 2, Ill. 





BUSINESS 
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‘INSIDE MBA 
| \ j : 


8th Annual Senior Executives Course 
of MBA-NYU Set for January 27 to 29 


FIRST order of business in MBA’s 
extensive meeting program in 1953 
Exec u- 
New 
York, sponsored in cooperation with 
the Graduate School of 


will be the 8th annual Senior 


tives Course January 27-29 in 


Business Ad- 


ministration of New York University 
This is the event in the MBA pro- 
rram always labeled “for the top 


level” since it is primarily designed 
for the principal management officials 
of both lending and investing institu- 


tions Informality of presenting the 


program and a limitation on the num- 


ber of those attending are two fea- 


tures which have assured success of 


past courses. 


The theme of the Conference will 


be Savings and the Mortgage Sup- 
ply and as usual it will open with a 
dinner meeting on January 27 with 
Dr. Edwin G. Nourse, noted econ- 
omist and former chairman of the 


President’s Council of Economic Ad- 
visors, speaking on What Government 
Should and Should Not Do to Pre- 
vent a Major Depression. Dr. G 
Collins, dean of 


will be 


Rowland the gvrad- 


uate school, toastmaste! 


Next day’s morning session will be 


given over to discussing the institu- 
tional sources of demand for mort- 
gages, with Carton S. Stallard, vice 


president, Jersey Mortgage Company, 
Elizabeth, N. J., 


NYU section of our educational com- 


and chairman of the 


mittee, as chairman. Subjects and 
speakers will be The Role of Mort- 
Investment of 


rages in the Future 


Life Insurance Funds, by L. Douglas 
Meredith, 
National Life Insurance Company of 
Vermont: The Bank’s De- 
mand for Mortgages by John Adikes, 
president, Jamaica Bank; 
Pension Funds as a Market for Mort- 
gages by Dr. Roger F. 
president, Bankers Trust Company; 
he Secondary Market for Mort- 
gages by Miles L. Colean, consultant 


executive vice president, 


Savings 
Savings 
Murray, vice 
and 


in construction and finance. 


That afternoon the topic will be 
Affecting 
Robert E. 


mortgage 


Economic Trends 


Mortgage Banking 
Smith, city 


Basic 
with 


manager, de- 


partment, Mutual Benefit Life Insur- 
ance Company, as chairman. 


Subjects and speakers will be The 
Future Level of Interest Rates by Dr. 
Marcus Nadler, professor of finance, 
New York The 
Time Outlook for Commodity 
by Dr. Jules Backman, professor of 
economics, New York University; and 
National 
Martin Gainsbrugh, adjunct professor 
of economics, New York University 


For the fourth session MBA Presi- 


University: Long- 


Pr ic es 


Income and Savings by 


dent Brown L. Whatley will preside 
at the dinner meeting to hear Dr. 
Jules I. Bogen of NYU discuss Are 
Mortgages and Other Consume 


Debts Growing Too Rapidly? 


For the fifth session Dr. Raymond 
NYU 


panel discussion on the competitive 


Rodgers of will moderate a 


position of mortgages as instiutional 
investments. Speakers will be: On 
Mortgages, S. Stallard: On 
United States Government Securities 
by Russell Hawkins, vice president, 
J. B. Roll and Co., Inc.; On Cor- 
porate Bonds by Dr. Roger W. Valen- 
tine, economist, Halsey, Stuart and 
Co., Inc.; On Tax-Exempt Securities 
by Dr. Frederick L. Bird, director of 
municipal research, Dun and Brad- 
street, Inc.; and On 
Walter Maynard, partner, Shearson, 
Hammill and Company. 


Carton 


Equities by 


The sixth and final session will be 
a luncheon meeting January 29, with 
Dean Collins speaking on mortgage 
banking in the post-defense era and 
MBA Vice President W. A. Clarke, 
toastmaster. 

In previous years, the NYU course 
has always been designed as a vehicle 
for mortgage lenders and investors at 
the top management level to study un- 
der the most favorable conditions, the 
broad basic trends affecting their in- 
dustry, leaving the more practical sub- 
jects for our clinics and other meet- 
ings. The same thing is in store for 
those who atterd in 1953, but because 
of present conditions they are likely 
to get a good deal of each. 


The official announcement about 
the NYU course has just been sent. 
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Brown Whatley W. A. Clarke 





Carton Stallard T. E. Lovejoy, Jr. 





Raymond Rodgers L. D. Meredith 





Dean Collins 


Dr. Jules Backman 





Dr. M. L. Nadler 


Dr. Jules Bogen 


Acceptances will be strictly limited as 
in previous years. If you’re planning 
a business trip East after the first of 
the year, combining it with the NYU 
course is an excellent suggestion. 





Robert H. Pease 





James W. Rouse Guy Hollyday 





Ferd Kramer 


Membership of MBA Hits 
Another All Time High 


MBA membership is continuing to 
set new high records every month, 
with the total now standing at 1,841. 
Thirty-six new members have been 
admitted in this Association year 
which began September 1, 1952. Mem- 
bership Chairman Robert Tharpe, 
Atlanta, has an ambitious program 
under way which contemplates exten- 
sive development of several of our 
membership classifications which here- 
tofore had not been given full atten- 
tion. One of these is our legal section. 
Attorneys have been welcomed into 
the Association for several years and 
particularly those who were serving 
MBA member firms. Mr. Tharpe be- 
lieves that an important step for the 
industry would be to secure for our 
group as many attorneys as possible 
so that the same service available to 
the correspondents and investors would 


YMAC’s Washington Conference This 
Year Explores Broad Economic Trends 


NITIAL event on MBA’s compre- 

hensive program of meetings for 
1953 will be the second annual Wash- 
ington Conference, sponsored by the 
Young Men’s Activities Committee in 
the national capital January 15-16. In 
contrast to the program last year 
when the subject material was largely 
devoted to the workings and proce- 
dures of the various government agen- 
cies which touch the mortgage indus- 
try, the 1953 program will be a sharp 
departure and will be concerned pri- 
marily with some of the broader eco- 
nomic developments of immediate 
importance to the business. 

Preceding the Conference will be a 
meeting of the Young Men’s Activi- 
ties Committee Wednesday, January 
14. Registration will open that after- 
noon. 

The program itself opens the next 
morning with a talk by MBA Presi- 
dent Brown L. Whatley. Samuel E. 
Neel, MBA general counsel, is mod- 


erator. The general subject will be 


be available to the attorneys who serve 
them. 

The 1952-53 membership commit- 
tee is the largest group ever to work 
on this activity. 

New members admitted to the As- 
sociation include: 


ARKANSAS—Little Rock: Fausett & 


Co., Inc., 215 Louisiana Street, E. L. 
Fausett, president. 
FLORIDA—Panama City: Howell & 
Conner, 200 E. 4th Street. 
FLORIDA—St?t. Petersburg: John H. 


Tourtelot, 127 Central Avenue, Richard 
D. Tourtelot. 


GEORGIA—Atlanta: MacDougald, 
Troutman, Sams & Schroeder, 1607 Wil- 
liam-Oliver Bldg., T. M. Smith. 


LOUISIANA—New Orleans: Whitney 
Investment Company, 238 Dryades St., 
Julius Frank, Jr., vice president. 


NEW YORK—New York: Pringle-Hurd 
& Co., Inc., 30 Pine Street, J. M. Pringle, 
president. 


OREGON—Portland: Philip Hammond, 
601 U.S. National Bank Bldg. 


TEXAS—Austin: Austin Mortgage & 
Trust Co., 1011 Congress, R. B. Lewis, 
president. 


the Federal Reserve System. Speakers 
will include Edward A. Wayne, vice 
president, Federal Reserve Bank, 
Richmond; Robert G. Howard, di- 
rector of public information, Federal 
Reserve Bank, Richmond, and Dr. 
George W. McKinney, Jr., financial 
economist, Federal Reserve Bank, 
Richmond. 

That afternoon Miles L. Colean 
will act as moderator at a session de- 
voted to federal monetary policy and 
its affects on mortgages. Speakers will 
be Andrew Overby, assistant secretary 
of the Treasury; Dr. Ralph A. Young, 
director of research and statistics, 
Federal Reserve System; Dr. R. J. 
Saulnier, professor of economics, Bar- 
nard College and director of financial 
research, National Bureau of Eco- 
nomic Research; and Dr. James J. 
O’Leary, director of investment re- 
search, Life Insurance Association of 
America; and Neal J. Hardy, deputy 
HHFA Administrator. 

That evening those registered will 
be guests at a reception in the May- 
flower Hotel. 

The first part of the following 
morning will be set aside for visits by 
those attending to their Senators and 
Representatives. These calls should 
be arranged in advance. The re- 
mainder of the morning session, that 
is, from 10:30 to 1:00, will be given 
over to discussion of the city re-devel- 
opment and slum problem and the 
opportunities for mortgage bankers. 
A portion of this will include a dis- 
cussion of what has been done in Bal- 
timore and speakers will be Yates 
Cook, director, Baltimore Housing 
Bureau, Baltimore and Guy T. O. 
Hollyday, president, Title Guarantee 
Co., Baltimore. A motion picture, de- 
scribing the Baltimore plan, will be 
shown. The Chicago experience will 
be told by Ferd Kramer, of Draper 
& Kramer. 

The last session that afternoon will 
be given over to discussion of prac- 
tical research for mortgage bankers. 
The speakers will be James W. Rouse, 
president, The Moss-Rouse Company, 
Baltimore and Robert H. Pease, presi- 
dent, Detroit Mortgage & Realty 
Company, Detroit. 
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PEOPLE AND EVENTS 





M. A. Cancelliere has been elected 
president of the First National Bank 
of McKeesport, Pa. .. . Percy Wilson 
Mortgage and Finance Corporation, 
Chicago, named E. M. Faherty, Jr. 
vice president in charge of commer- 
cial and industrial loans. . . . Texas 
Title Association, Inc., announced the 
election of Guy T. O. Hollyday as 
vice president of Permian Abstract 
Company, Midland, Texas. . . . The 
Company operates plants in Midland, 
Crane, Big Lake and Rankin, in West 
Texas. . . . C. W. Kistler, presi- 
dent, The C. W. Kistler Company, 
and a long-time member of the 
MBA Board, has been elected presi- 
dent of the Miami Board of Realtors. 

. Lon Worth Crow, Jr., and Charles 
A. Post, were elected directors. 
MBA Past President Aksel Nielsen, 
supplied a painting for the first public 
showing of President-Elect Ejisen- 
hower’s work. It recent 
exhibition by the Hutchinson, Kansas 
Art Association when Nielsen loaned 
a picture of “St. James Gate, War- 
ick, England,” painted by the Presi- 
dent-Elect. . . . The painting is said 
to be regarded by Eisenhower as his 
he also painted 


was at a 


best work to date... 
a portrait of Nielsen when he was a 
guest at Nielsen’s ranch at Fraser, 
Colo., after the July convention. . . . 

Frank J. Bell, who has been senior 
vice president of the 60-year old 
Washington, D. C. firm of B. F. Saul 
Company, has been elected president 
while Andrew Saul, son of the 
founder, has been elevated to chair- 


Paul R. Mills, 


man of the board... . 


vice president of First Camden Na- 
Company, 


Bank and Trust 


tional 


Camden, N. J., joins South Jersey 
Mortgage Company as executive vice 
president on January Ist, Philip Zin- 
man, president, announced. . . . Ev- 
erett J. Livesey, formerly assistant 
vice president of Dime Savings Bank 
of Brooklyn, has been moved up to 
vice president. 

New president of the Reliable 
Mortgage Co., Beverly Hills, is Isidore 
Gold. William J. Polin, formerly man- 
ager, steps up to the vice presidency 
while John Sykes was named by the 
board to take charge of trust deeds. 

One of the most prominent mort- 
gage bankers in the country and one 
of MBA’s First Members, measured 
in terms of contributions to its success, 
has been named to 
a high govern- 
ment post in the 
new  administra- 
tion. W. Walter 
Williams of Se- 
attle, who headed 
the Association in 
1933-34, was 
named by Presi- 
dent - elect Eisen- 
Under- 
secretary of Commerce. He _ heads 
Continental, Inc. in Seattle, which was 
established in 1921 and which, in ad- 
dition to its mortgage loan operations, 
is engaged in property management, 
real and insurance and 
maintains an independent appraisal 
He is past president of Se- 
attle’s Real Estate Board, Rotary 
Club, Chamber of Commerce, and 
has been voted the City’s most useful 
citizen. When Paul G. Hoffman be- 
came head of the Ford Foundation, 
Mr. Williams was elected chairman 
of the Committee for Economic De- 
velopment. He later took over the 
organizing of the Citizens for Eisen- 





Walter Williams 


hower as 


estate sales 


service. 





New Jersey is one of those states with a new high-speed turnpike. Learning what effect 
it will have on real estate was what induced a good turnout of New Jersey MBA members 
at their recent meeting. Paul L. Troast, chairman of the Turnpike Authority, told mem- 
bers what to anticipate. At the speakers table were Frederic S. Bayles, treasurer, Francis 
R. Steyert, second vice president, Mr. Troast, Milford A. Vieser, president, Al Kelly, 
another speaker, Leslie M. Steele, first vice president and Congressman Widnall. 
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hower-Nixon Committee which 
formed nearly 16,000 clubs over the 
country. 

Howard N. Barnum and Neil G. 
Lilley, II have become members of 
the firm of Herbert V. Jones & Com- 
pany in Kansas City. ... Mr. Barnum 
was previously associated with Dun 
& Bradstreet and joined Herbert V. 
Jones & Company in 1936. In 1944 
he organized Barnum-Jordan Com- 
pany, which was dissolved on Novem- 
ber 30, when he re-joined Herbert V. 
Jones & Company. Mr. Lilley be- 
came associated with the firm in 1932 
in charge of the accounting depart- 
ment. He was previously with Peat, 
Marwick, Mitchell & Co. In 1951 
he was transferred to the property 
management department. . . . George 
J. Searles, formerly mortgage super- 
visor of the East River Savings Bank, 
New York, has joined J. A. Markel 
Company, Inc., New York, as assist- 
ant to the president in handling un- 
derwriting and sales of VA and FHA 
loans. . . . Members of Illinois MBA 
have voted to affiliate with Chicago 
MBA. The former has about 50 
members located in all sections of the 
state. Formal affiliation is scheduled 
for about the middle of January. 





PERSONNEL 


In answering advertisements in this column, 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois. 








MORTGAGE LOAN EXECUTIVE 

Desires connection with mortgage 
banker, life company or savings and loan 
association. Offers experience gained as 
executive officer of large mortgage banker 
and savings and loan association. Com- 
pletely capable directing all phases FHA, 
VA and Conventional loan operations. 
Thorough knowledge FHA and VA rules 
and regulations, accounting principles and 
personnel problems completes well rounded 


background. Age 41, married. Address 
Box 261. 
MORTGAGE EXECUTIVE 
AVAILABLE 


Over twenty years’ experience in all 
phases of real estate and mortgage financ- 
ing. With large insurance company for 
eleven years. As correspondent, originated 
and processed conventional, FHA and GI 
loans. Organized servicing department. 
Will locate anywhere. Present organization 
has knowledge of this advertisement. Ad- 
dress Box 255. 


WILL RELOCATE 

Mortgage officer full knowledge all 
phases origination, processing, closing, 
warehousing, secondary market. 22 years 
experience conventional, FHA, VA, con- 
struction. Permanent, law, insurance, real 
estate. Age 44, married, family. Address 
Box 257 














You Can Invest with CONFIDENCE 


in Homes Built by Men Such as R. M. Alexander 


Over 400 National Homes Builders know that when they 
build National Homes they build the best. Superior 
styling, and the quality “brand name” materials are 
used throughout. The resultant popularity of these 
quality homes assures not only ready sale but a strong 
resale market . . . reasons why National Homes 


mortgages are sound long-term investments. 


NATIONAL 


LAFAYETTE 


INDIANA . 


HOME-S 


med Sco) 2 Baied, | 


NEW YORK 


HOMES 


“ 


IRSEHEADS 





R.M. ALEXANDER 
Alexander Construction Co. 
Colorado Springs, Colorado 





Average of 50 homes per year from 1946 
to 1951. 1951: took on National franchise; 
built 11 conventionals, 89 Nationals. 1952: 
built over 300 Nationals, no conventionals. 


Just off the press: the third edition of “* Your 
National Home Magazine” with designs 
and floor plans of all 1953 models. Regular 
price 25¢—sent free when requested on your 
business letterhead. 





Visit our Space 92-93, NAHB Convention January 18 
through 22, Conrad Hilton Hotel, Chicago . . . see an 
actual National Home opposite south entrance of hotel. 





TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 


tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Mississippi 
Arkansas Missouri 
Colorado Montana 
Delaware Nebraska 
Florida Tennessee 
Georgia Texas 
Indiana Utah 
Kansas Wisconsin 
Louisiana Wyoming 


and in the 
Territory of Alaska 


MARYLAND—KANSAS CITY TITLE INSURANCE CO., INC., OF MARY- 
LAND (a Maryland Corporation), 21 South Calvert St., Baltimore, Mary- 
land, a wholly owned subsidiary of our Company, issues policies covering 
properties in Maryland, and all of such policies of said Maryland corpora- 
tion are wholly reinsured by our Company by endorsement upon each 
policy. 





Issuing Agents in most principal cities—Escrow Services 
Furnished by our Home Office and by all Issuing Agents. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,700,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 





